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I. INTRODUCTION, PURPOSE, AND SUMMARY 1 

Q. Are you the same Daniel M. Dieckgraeff who previously submitted Prefiled Direct 2 

Testimony in this docket? 3 

A. Yes, I am.  For the Commissioners’ and the parties’ convenience, the short-hand 4 

references, including acronyms used in this Prefiled Reply Testimony, have the same 5 

meaning as defined in my Prefiled Direct Testimony. 6 

Q. What is the purpose of your Prefiled Reply Testimony? 7 

A. The purpose of my testimony is to discuss certain topics raised by the intervenors in 8 

their filed responsive testimony.  These topics cover, but are not limited to, format of 9 

the revenue requirement schedule, weather normalization, adjustments to revenue, 10 

pension expenses, excess accumulated deferred income taxes, capital structure, rate 11 

design issues, excess demand penalties, SCPPFT service, and ENSTAR/APC internal 12 

nomination procedures. Specifically, I will address certain topics raised by witnesses 13 

Fiona K. Yiu and Ralph C. Smith on behalf of the Office of the Attorney General, 14 

Regulatory Affairs and Public Advocacy Section (“RAPA”), Kimberly A. Henkel on 15 

behalf of Matanuska Electric Association, Inc. (“MEA”) and Catherine E. Palazzari on 16 

behalf of Homer Electric Association, Inc. and Alaska Electric Energy Cooperative, 17 

Inc. (collectively “HEA”). 18 

II. REVENUE REQUIREMENT SCHEDULES FORMAT (RAPA Adjustment 1) 19 

Q. Beginning at page 13 of her Prefiled Testimony, RAPA’s Ms. Yiu recommends the 20 

removal of Gas Cost Adjustment costs and revenues from ENSTAR’s revenue 21 

requirement for "an accurate presentation of ENSTAR's revenue requirement 22 

and rate proposal."  How do you respond? 23 
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A.  This recommendation is misplaced.  ENSTAR’s presentation of its revenue 1 

requirement complies with 3 AAC 48.275(a) and is consistent with its past revenue 2 

requirement presentations.  I have been directly involved with every ENSTAR rate case 3 

except its first, as well as many additional ENSTAR 275(a) presentations to the 4 

Commission, and this is the first time I can recall a party raising this stylistic matter.  5 

Ms. Yiu’s proposed adjustment (RAPA Adjustment 1) has no effect on the revenue 6 

requirement itself, just the presentation. 7 

Q. Does ENSTAR’s revenue requirement as filed in TA334-4 give an accurate 8 

presentation of ENSTAR's revenue requirement and rate proposal? 9 

A.  Yes.  Ms. Yiu admits at page 13 of her testimony that ENSTAR “did include a 10 

calculation of [its] revenue requirement without the cost of gas.”  ENSTAR’s revenue 11 

requirement without the cost of gas is found on page 4 of ENSTAR’s 275(a) filing, 12 

Attachment B to TA334-4, and is updated on page 4 of Ms. Guintu’ s Exhibit CNG-4.  13 

Ms. Yiu’s proposed adjustment is unnecessary. 14 

Q. What additional considerations should the Commission keep in mind when 15 

analyzing Ms. Yiu’s proposed adjustment RAPA 1? 16 

A.  ENSTAR’s format allows users to easily compare the revenue requirement to the 17 

amounts reported in its Annual Operation Report to the Commission, its annual 18 

Regulatory Cost Charge report to the Commission, and its general ledger.  Finally, the 19 

Commission and its staff have indicated a strong preference to ENSTAR in the past to 20 

provide the impact of rate changes on the overall bill to customers, which includes gas 21 

cost.  ENSTAR’s presentation clearly shows that overall impact to customers, as well 22 

as the overall impact to the non-gas portion of the bill. 23 
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 1 

III. WEATHER NORMALIZATION (ENSTAR Schedule O) 2 

Q. On page 20 of her Prefiled Responsive Testimony, MEA’s Ms. Henkel states that 3 

MEA agrees with ENSTAR conducting a weather normalization adjustment for 4 

its 2021 Test Year.  However, she claims that ENSTAR may have overcorrected 5 

its gas sales volumes.  Do you agree with her analysis of this issue? 6 

A. No.  Her analysis, shown on Exhibit KAH-03, compares ENSTAR’s pro forma 7 

adjustment to forecasts that ENSTAR prepares for other purposes, primarily for gas 8 

supply planning.  The comparison is inapt.  ENSTAR uses a different methodology 9 

when forecasting gas supply demand to avoid underestimating its gas supply 10 

requirements.  Understandably, ENSTAR wishes to be accurate, yet conservative, in 11 

forecasting demand to ensure it has sufficient gas supplies to meet its customer’s needs.  12 

Further, her comparison uses unreliable data.  She uses a mixture of actual and 13 

estimated data for 2022 and customer counts for 10 months, not a full year.   14 

  As I stated on pages 15 and 16 my Prefiled Direct Testimony, the methodology 15 

ENSTAR used for its pro forma adjustment is a simplified calculation that has been 16 

accepted by the RCA in the past.  I will also note that it is similar to the methodology 17 

that RAPA witnesses have proposed in the past.   18 

Q. You state that the methodology used in ENSTAR’s pro forma adjustment is 19 

similar to a methodology that RAPA has proposed in the past.  Did RAPA disagree 20 

with ENSTAR’s weather normalization pro forma adjustment in this docket? 21 

A. No. RAPA witnesses did not comment on ENSTAR’s weather normalization pro forma 22 

adjustment in their responsive testimony. 23 
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Q. On page 22 of her testimony, Ms. Henkel states that MEA believes ENSTAR needs 1 

to include a consistent pro forma adjustment for weather normalization in 2 

subsequent rate cases.  Is her testimony in line with the Commission’s precedent 3 

and guidance on weather normalization adjustments? 4 

A. No, it is not.  I discussed the Commission’s guidance from page 94 of Order U-16-5 

066(19) beginning at the bottom of page 14 of my Prefiled Direct Testimony.  As they 6 

stated, weather normalization adjustments are only made when “the test year was a 7 

climatic anomaly where temperature departed significantly from the normal range of 8 

temperature fluctuations.”  Ms. Henkel’s recommendation is not appropriate as it would 9 

call for adjustments in every case, not just when there was a significant departure from 10 

the normal range. 11 

Q. HEA’s Ms. Palazzari briefly mentions ENSTAR’s weather normalization pro 12 

forma adjustment on page 52 of her testimony while discussing risk.  Do you have 13 

a response to her comments? 14 

A. It appears Ms. Palazzari confuses ENSTAR’s weather normalization pro forma 15 

adjustment to its revenue requirement with a weather normalization adjustment clause 16 

(“WNA Clause”) used by some utilities in other jurisdictions.  With a WNA Clause, 17 

customer billings are adjusted each month to reflect differences from weather that has 18 

been found by a utility and a regulator to be a “normal year” (sometimes on a delayed 19 

basis).   20 

Q. Is ENSTAR proposing a WNA Clause? 21 

A. No, it is not.  It is proposing a one-time weather normalization pro forma adjustment to 22 

its test year volumes and its revenue requirement because, as I discuss beginning at 23 
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page 15 of my Prefiled Direct Testimony, “[t]he 2021 test year weather departed 1 

significantly from the normal range of temperature fluctuations[.]”  Thus, Ms. 2 

Palazzari’s risk comments are misplaced. 3 

IV. ADJUSTMENTS TO TRANSPORTATION REVENUES 4 

Q. Beginning at page 18 of her testimony, MEA’s Ms. Henkel recommends revising 5 

ENSTAR’s revenue requirement and rate design to reflect a change to MEA’s 6 

Contracted Peak Demand that became effective October 1, 2022.  Is her proposed 7 

adjustment appropriate? 8 

A. No, it is not.  The change in Contracted Peak Demand occurred after ENSTAR filed 9 

TA334-4, as Ms. Henkel admits on page 18 of her testimony.  The Commission’s 10 

precedent for the inclusion of a known and measurable adjustment is that the item has 11 

to be known and measurable at the time the utility files its rate case.1  Accordingly, 12 

ENSTAR has not proposed any additional pro forma adjustments in its Prefiled Reply 13 

Testimony for costs that have become known and measurable since it filed TA334-4.  14 

The revised VLFT Service Agreement with MEA that increased Contracted Peak 15 

Demand was executed on September 16, 2022 (see Exhibit DMD-9), over a month and 16 

a half after ENSTAR filed its rate case and was not known and measurable at the time 17 

of ENSTAR’s filing. 18 

 

1 E.g., in Order U-18-043(15) at 23 - 25, the Commission rejected CINGSA’s pro forma adjustment, 
proposed in Reply Testimony, for changes in payroll rates that were known and measurable at the time Reply 
testimony was filed but not known and measurable at the time of its original revenue requirement filing.   
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Q. On page 19, Ms. Henkel also recommends revising ENSTAR’s revenue 1 

requirement and rate design to reflect a special contract ENSTAR entered into 2 

with Golden Valley Electric Association, Inc. (“GVEA”) that was filed in 3 

December 2022.  Is her proposed adjustment appropriate? 4 

A.   No.  As with the change in the MEA Contracted Peak Demand I discussed above, this 5 

special contract, which was not approved by the Commission until January 20, 2023,2 6 

was entered into and approved after ENSTAR’s rate case was filed.  It does not meet 7 

the Commission’s precedent for inclusion because it was not known and measurable at 8 

the time of filing.  Further, the special contract expires after two years, and it has no 9 

provision for renewal.  It explicitly states that ENSTAR does not have an obligation to 10 

serve GVEA nor does it have any obligation to provide Gas Sales Service to GVEA 11 

after the term of this agreement.  It would be inappropriate to adjust ENSTAR’s 12 

permanent rates for a service that is only contracted for a very limited time.  Finally, 13 

the GVEA volumes under the special contract are not incremental.  They simply replace 14 

some of the gas volumes that were used to generate power for GVEA under its 2019 15 

Memorandum of Understanding with Chugach.3  The special contract volumes replace 16 

volumes transported on ENSTAR’s system in the 2021 Test Year that were used to 17 

generate economy energy sales to GVEA. 18 

 

 

 

2 See Letter Order # L2300017 dated January 20, 2023, attached as Exhibit DMD-10, and TA337-4.  
GVEA also submitted the agreement for approval in TA359-13. 

3 Exhibit DMD-11 TA359-13 Supplemental, dated December 2, 2022. 
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V. PENSION EXPENSES (ENSTAR Schedule M) 1 

Q. Beginning at page 25 of her testimony, Ms. Yiu proposes an adjustment to 2 

ENSTAR’s Pension Expenses pro forma adjustment.  Please discuss her proposal. 3 

A. Ms. Yiu, beginning at page 25 of her testimony, acknowledges that ENSTAR’s pension 4 

expenses have fluctuated significantly in the past five years and meet the “clearly 5 

anomalous” standard articulated by the Commission for the use of an average of past 6 

years’ expenses.  ENSTAR followed Commission precedent when it computed its 7 

Pension Expenses pro forma adjustment by using data for the historical test year and 8 

the four preceding years (i.e., 2017-2021).4  Ms. Yiu, however, ignored the 9 

Commission’s precedent of the test year and the years preceding it to calculate an 10 

average for the pro forma adjustment.  Instead, she included an amount for 2022, the 11 

year after the test year and dropped 2017.  I will further note that ENSTAR filed this 12 

case on August 1, 2022, well before the conclusion of 2022.  Ms. Yiu’s proposed 13 

adjustment should be rejected as inconsistent with Commission precedent. 14 

VI. EXCESS ACCUMULATED DEFERRED INCOME TAXES 15 

Q. On page 21 of your Prefiled Direct Testimony, you discussed a review of 16 

ENSTAR’s protected/unprotected excess ADIT components to comply with 17 

recently-issued IRS private letter rulings concerning costs of plant removal.  Has 18 

that review been completed?   19 

A. Yes.  ENSTAR retained Price Waterhouse Coopers (“PWC”) to conduct the review, 20 

which was completed in May 2023.  In addition to reviewing the treatment for cost of 21 

 

4 In Order U-19-070(21)/U-19-071(21)/U-19-087(18)/U-19-088(18), dated January 19, 2021, at pages 
22-24 the Commission approved the use of a five-year average that included the test year and the previous four 
years.  An extract of the relevant pages of the Order is attached as Exhibit DMD-12. 
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plant removal, the review was expanded to include the effect of the equity allowance 1 

for funds used during construction.  The PWC report is attached as Exhibit DMD-13.  2 

ENSTAR provided the report and related workpapers to the parties to this proceeding 3 

as supplemental discovery in May 2023. 4 

Q. Did ENSTAR make any adjustments to excess ADIT based on the PWC review? 5 

A. Yes.  Based on the review, ENSTAR has increased protected excess ADIT by a net of 6 

$4,023,277 and increased negative unprotected excess ADIT by a net of $4,023,277.  7 

These adjustments take into account the effect of the removal costs on book 8 

depreciation rates and the effect of the equity allowance for funds used during 9 

construction in the cost of plant.  In reviewing the excess ADIT data, ENSTAR also 10 

found that it had inadvertently missed a negative $2,782 unprotected excess ADIT item 11 

in its original 275(a) filing.  This item is properly included in the updated excess ADIT 12 

summary. 13 

Q. Has ENSTAR revised its revenue requirement to reflect the results of the PWC 14 

review and the inadvertently missed unprotected excess ADIT item? 15 

A. Yes.  ENSTAR has updated the calculation of its revenue requirement for the updated 16 

excess ADIT amount, as well as other issues which are identified in Ms. Guintu’s 17 

Prefiled Reply Testimony.  As I have noted earlier, the updated revenue requirement is 18 

included as Exhibit CNG-4 to Ms. Guintu’s Prefiled Reply Testimony. 19 

VII. CAPITAL STRUCTURE 20 

Q. HEA’s Ms. Palazzari recommends using AltaGas’ capital structure at December 21 

31, 2021, instead of ENSTAR’s.  Do you have any comments about her 22 

recommendation? 23 
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A. ENSTAR witness Dylan D’Ascendis will address this issue in his Prefiled Reply 1 

Testimony.  However, I would like to point out that Ms. Palazzari’s proposal is 2 

inconsistent with RCA precedent and its treatment of ENSTAR in the past, including 3 

in ENSTAR’s most recently adjudicated rate case, Docket U-16-066.  It has been my 4 

experience that the Commission uses a utility’s capital structure (even when its parent 5 

company has a different capital structure), except in very unusual and rare cases.  Those 6 

being where the equity percentage is significantly low (generally below 35%) or 7 

significantly high (70% or above), or where the utility has requested a deviation from 8 

actual for good cause (as determined by the Commission).  Since 2000, I am only aware 9 

of four instances out of the eleven adjudicated revenue requirements of investor-own 10 

utilities where the Commission has used something other than the utilities’ own actual 11 

capital structure.  In three of those dockets (as set out in Orders U-00-088(12), U-03-12 

082(6) and U-09-090(8)), the Commission accepted the hypothetical capital structure 13 

proposed by the Utility.  In Order U-00-115(13)/U-00-116(12)/U-00-146(10), the 14 

Commission adopted a hypothetical capital structure that was very close to the Utility’s 15 

actual capital structure.  ENSTAR’s situation in this case is not like any one of those 16 

very unusual and rare cases where the actual capital structure was not used.  As the 17 

Commission noted in Order U-18-043(15), “[i]f known and appropriate, we typically 18 

approve a public utility’s actual capital structure and actual cost of debt.”5 19 

 

 

5 Order U-18-043(15), Order Resolving Revenue Requirement and Cost-of-Service Issues and Requiring 
Filings, dated August 16, 2019, at 62 citing Order U-16-094(9)/U-17-008(13), Order Resolving all Revenue 
Requirement and Cost-of-Service Issues, Approving Depreciation Rates, Approving Revised Cost of Power 
Adjustment, Requiring Filings, and Allowing Parties to File Comment, dated March 23, 2018. 
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VIII. RATE DESIGN ISSUES 1 

Q. Beginning on page 6 of her Prefiled Testimony, Ms. Henkel discusses MEA’s 2 

opposition to ENSTAR’s proposed straight fixed variable rate design for the large 3 

transportation customers “at this time.”  What is her main reasoning for waiting?  4 

A. On her page 7, Ms. Henkel cites to filings made in January 2023 in compliance with 5 

Order I-15-001(15) by the Railbelt electric utilities with their 10-year annual gas 6 

requirements, stating the filings demonstrate that there is no known or measurable 7 

reduction in transportation customers’ volumes projected for the next ten-year period.  8 

Her assessment of no decline differs with Power Generation Demand Planning 9 

Assumptions shown on Figure 4 of the Alaska Utilities Working Group Phase I 10 

Assessment: Cook Inlet Gas Supply Project dated June 28, 2023, where MEA is a 11 

member of the working group.6  The figure clearly shows that the power generation gas 12 

requirements demand assumption (normal) begins to decline from the current 2023 13 

level starting in the 2026-2027 timeframe.    14 

Q. Do you have any other observations on Ms. Henkel’s testimony concerning power 15 

plant usage on ENSTAR’s system? 16 

A. Yes.  The ongoing level of power plant usage of ENSTAR’s system has been an issue 17 

in every one of ENSTAR’s rate cases in the last three decades, going back to Docket 18 

U-00-088.  When power plant usage of ENSTAR’s system decreases from the level 19 

used to set rates, ENSTAR does not collect the class revenue requirement that was used 20 

to set rates.  ENSTAR witness Inna Johansen’s Prefiled Direct Testimony contains a 21 

 

6 Attached as Exhibit DMD-14.  The entire report was provided to the RCA on June 28, 2023, following 
its Public Meeting where the results of the Phase I were presented.  The full report is also available on ENSTAR’s 
website at:  www.enstarnaturalgas.com 
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table on page 17 that graphically depicts the year-after-year reduction in transport 1 

volumes on ENSTAR’s system, 2018 through the test year, from the volumes used to 2 

set rates in Docket U-16-066.  The VLFT volumes in the 2021 test year are 11% below 3 

those used to set rates, while the volumes in 2020 were 12% below. 4 

Q. If the VLFT volumes were to remain at the same level as the 2021 Test Year going 5 

forward, would the rate design proposed by ENSTAR in this proceeding result in 6 

collection of the same amount in rates from the VLFT rate class as compared to 7 

ENSTAR’s current rate design? 8 

A. Yes.  If volumes remained the same, both rate designs would collect the same total 9 

revenue. 10 

Q. From a high level, if volumes increased, what would be the effect on revenue when 11 

comparing the two rate designs? 12 

A. If VLFT volumes increased, ENSTAR’s current rate design would collect more 13 

revenue from the VLFT rate class than the SFV rate design would. 14 

IX. EXCESS DEMAND PENALTIES 15 

Q. In pages 14-18 of her testimony, MEA’s Ms. Henkel expresses concerns and takes 16 

issues with ENSTAR’s excess demand penalty provision which is currently in the 17 

VLFT rate schedule and is also in the proposed SCPPFT rate schedule.  How do 18 

you respond?  19 

A. MEA raised most of these same issues in ENSTAR’s last rate case, Docket U-16-066.  20 

There has been no substantive change in the VLFT excess demand penalty provision 21 

since Docket U-16-066 was decided.  In Order U-16-066(19) at page 119 the 22 

Commission stated:  "We find that the excess demand penalty associated with the 23 
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VLFT rate schedule is reasonable and no revision is necessary."  There is no reason to 1 

make any changes to the provision at this time.   2 

Q. At page 17 and again at page 19, Ms. Henkel states that ENSTAR specifically 3 

waives any potential excess demand penalties for volumes associated with 4 

ENSTAR’s special contract with GVEA and implies that this results in unequal 5 

treatment of customers in similar positions.  How do you respond? 6 

A. While Ms. Henkel does not cite a specific provision in the GVEA special contract 7 

(attached as Exhibit DMD-10), it appears she is referring to the last paragraph of 8 

Section 3.b.(1) on page 4 of the special contract that states: 9 

In the event that the Generation Entity exceeds its Contract Peak 10 
Demand on a Day under its TSA due to receipt of Gas under this 11 
Agreement, the Company will waive the Excess Demand penalty for 12 
volumes delivered on the Customer’s behalf to the Generation 13 
Entity that Day under this Special Contract. 14 

 15 

 The purpose of this provision is to give the Generation Entity for GVEA credit for the 16 

Daily Contract Quantity (Contracted Peak Demand) that GVEA is paying for so that 17 

the Generation Entity is not assessed an excess demand penalty under either the VLFT 18 

or the SCPPFT rate schedules.  It is similar to Section 2160a(2) of the proposed 19 

SCPPFT rate schedule and waiver for Economy Energy Sales that is present in both the 20 

VLFT (Tariff Section 2150c(3)) and SCPPFT (Tariff Section 2160c(4)) rate schedules.  21 

Ms. Henkel’s criticism is misplaced. 22 

X. SCPPFT SERVICE 23 

Q. Beginning at page 14 of her testimony, Ms. Henkel recommends a modification to 24 

ENSTAR’s proposed SCPPFT at Tariff Section 2160a(2).  Is her modification 25 

necessary? 26 
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A. No.  Ms. Henkel’s testimony indicates that she is concerned that gas shipped under the 1 

SCPPFT could trigger a violation of the Daily Balancing Tolerances under Tariff 2 

Section 1605e(3) of ENSTAR’s tariff.  The provision provides for the matching of 3 

“Required Receipts” to actual gas deliveries to ensure that transportation customers 4 

have sufficient gas coming into ENSTAR’s system to match what is being delivered to 5 

them.  Required Receipts are defined at Tariff Section 1605e(2)(a) as the amount of 6 

gas received into ENSTAR’s system that the transportation customer actually has 7 

delivered at its Delivery Points.  For example, the gas MEA is taking off of ENSTAR’s 8 

system at its power plant is MEA’s Required Receipts.   9 

The requirement for a transportation customer to match the gas entering 10 

ENSTAR’s system on its behalf to that delivered to its power plant doesn’t change 11 

under the SCPPFT rate schedule.  Each SCPPFT Customer still will need to make sure 12 

that enough gas is received into the ENSTAR system on that Customer’s behalf to 13 

match what is being delivered into its power plant.  If a SCPPFT Customer is having 14 

gas received into ENSTAR’s system for use at another SCPPFT Customer’s power 15 

plant, that gas should be identified to ENSTAR as being provided on behalf of the 16 

generating SCPPFT Customer.   17 

XI. ENSTAR AND APC NOMINATION PROCEDURES 18 

Q. At pages 24 - 26 of her testimony, Ms. Henkel states that MEA continues to have 19 

a concern regarding the relationship between ENSTAR and Alaska Pipeline 20 

Company (“APC” or “APLC”) and recommends that ENSTAR should be 21 

required to follow the same nomination and revision procedures and be subject to 22 

the same penalties as other shippers. Is this the proper proceeding to address this 23 

issue?  24 
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A. No.  The Commission rejected similar assertions from the intervenors in Docket U-16-1 

066.  In Order U-16-066(19) at page 123 the Commission stated: 2 

 During the course of this proceeding, various intervenors presented 3 
testimony and/or argument asserting that ENSTAR and APLC 4 
should be regulated as separate entities. However, the scope of this 5 
proceeding is determined by the tariff revisions filed by ENSTAR, 6 
and a collateral issue such as regulatory structure becomes relevant 7 
only to the extent necessary to determine whether the revised rates 8 
are lawful. We have determined the basis for just and reasonable 9 
rates without reaching this issue. Therefore, this argument is not 10 
appropriately addressed in the context of this docket.  11 

 12 
The relationship between ENSTAR and APLC, as raised by MEA, is not a revenue 13 

requirement, cost-of-service, or rate design matter, it is a collateral matter and it is not 14 

appropriate to address in this proceeding.  The Commission regulates ENSTAR and 15 

APLC as a single entity with a single tariff.  As noted by the Commission on page 30 16 

of Order U-22-032(6)/U-22-033(6) dated December 21, 2022: 17 

 Despite holding two separate certificates, ENSTAR/APLC are 18 
jointly regulated for ratemaking purposes and have been since 1975. 19 

 20 
  Order U-22-081(6) in this Docket, dated April 13, 2023, at page 8 states:  21 

[I]n previous dockets the Commission has allowed ENSTAR and 22 
APLC to have a combined rate case and allowed for APLC to use 23 
ENSTAR’s tariff. The Commission accepted and allowed ENSTAR 24 
to use a combined revenue requirement in TA334-4 and it will 25 
analyze it only as a combined revenue requirement. 26 
 27 

Q.  While it is not the appropriate matter for this proceeding, do you have a comment 28 

about Ms. Henkel’s recommendation about ENSTAR and APLC intercompany 29 

nomination and revision procedures, and penalty provisions?  30 

A.   In my time at ENSTAR, I have reviewed a very large number of local gas distribution 31 

company (“LDC”) tariffs.  Most provide natural gas sales service to general service 32 

type customers as well as transportation service to large customers, which can include 33 
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industrial and power plant customers. I do not recall ever seeing an LDC tariff that 1 

includes the type of provisions she is recommending here. 2 

XII. CONCLUSION 3 

Q. Does this conclude your Prefiled Reply Testimony? 4 

A. Yes.  5 
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POT]��̂UO_PQO��TP_V�!�PÙ�����a�$�'.��1+$1�*�*�� �'.-*�91�)-�0�J�&'$�)'=�'.��DM  �)'-<��@�'�F�*.�00�%��&�'.��'.-$,�X+*-&�**�@�7� �00�/-&��'.��0�'�$�� b�4-6�?J2�211$�<�0*c��&,E�$=�4--6�'.���  �)'-<��,�'��� �'.��d -$*'e�Y�&�$�'-�&�2�$��%�&'4*6��&'�$�,�-&'��(7�'.��J+*'�%�$�/-'.�'.��Y�&�$�'-&��M&'-'-�*3�a�$�)0�$-'7=�(�'.�4-6��&,�4--6�%+*'�.�<���))+$$�,�1$-�$�'��'.��M  �)'-<��@�'�3�B.��'�$%�� �'.-*�91�)-�0�J�&'$�)'�*.�00�(�� �$�'/��4f6�g��$*�4fh�)�&*�)+'-<��%�&'.*6�/-'.���).�g��$�4if�%�&'.*6�,��%�,���DJ�&'$�)'�g��$F� �00�/-&��'.��M  �)'-<��@�'��4'.��DB�$%F63���jkllmno pqqrstuvrw�xyz{y|}�~l��~�~l

���������������������������������������������������������������������������� �

Exhibit DMD-10 
Page 5 of 18



���������	
�������

����������������
��������	�
�
��������������������	�����	
���
����	��������������������
	�������������������� �!"��

#�

�� �$�� �������������������%���%&��%'(&��()*+,(��-'./(&���01��2�34�56���7��8�9��47�:;<��=�8�>�?�8�>�7:;@��9��91��2A89�3�7� �7�91��:�?A3�8�8�9��A9�B�?�C�4A78A�59�9��91��2�34�56D8�9�7;  ��8�84�@; ;@�??6�3�<; ;�<�1�7�;5E�� FGH� 01��I55A�?�2�597�@9�JA�59;96� �7�K��7�G��5<�L�;8�GMNNNMNNN�O@ �FG�P@ HQ�FLH� 01��I55A�?�2�597�@9�JA�59;96�C;??�B��<�?;:�7�<��8�91��R�;?6�2�597�@9�JA�59;96�FSR2JTH��5���@1�<�6�<A7;5��91��9�73��8�47�:;<�<�;5�91�� �??�C;5��@1�79E�� 
%+'U��-VW)%,W�X.%VW+WU��-VWY&� 
�X�Z�,[\]̂�_@9�B�7�̀O�7@1� aMbNN�I47;?̀>�49�3B�7� GMcNN�� d��
('+*()U�-[��%&���01��2�34�56�81�??�<�?;:�7�91��=�8�47�:;<�<��8�=�8�>�?�8�>�7:;@��9��91��2A89�3�7��9�91��R�?;:�76���;59F8H�?;89�<�;5��WW%,Y/(VW��Q�����FGH� R�?;:�76�� �=�8�B�6�5<�91��R�?;:�76���;59���WW%,Y/(VW���?;898�91���59;9;�8�91�9�1�:���59�7�<�;59���5���7��3�59�C;91�91��2A89�3�7�9����5�7�9��4�C�7� �7�91��2A89�3�7�FS=�5�7�9;�5�e59;9;�8TH�A9;?;f;5��91��=�8�47�:;<�<�A5<�7�91;8�>4�@;�?�2�597�@9Q���01��2A89�3�7�C;??�97�58 �7�91��=�8�47�:;<�<�9��;9�A5<�7�91;8�>4�@;�?�2�597�@9�9��91��7�84�@9;:��=�5�7�9;�5�e59;96��5<�91�9�=�5�7�9;�5�e59;96�C;??�A9;?;f��;98�@A77�59?6̀�  �@9;:��g;73�07�584�79�9;�5�>�7:;@��I�7��3�59�FS0>ITH�C;91�91��2�34�56�9��3�:��91��=�8� 7�3�91��R�?;:�76���;59F8H�9��91��=�5�7�9;�5�e59;96D8���5�7�9;�5� �@;?;9;�8Q���h5�91���:�59�91�9�91��=�5�7�9;�5�e59;96��i@��<8�;98�2�597�@9����j�R�3�5<��5���R�6�A5<�7�;98�0>I�<A��9��7�@�;49�� �=�8�A5<�7�91;8�I�7��3�59M�91��2�34�56�C;??�C�;:��91��ei@�88�R�3�5<�4�5�?96� �7�:�?A3�8�<�?;:�7�<��5�91��2A89�3�7D8�B�1�? �9��91��=�5�7�9;�5�e59;96�91�9�R�6�A5<�7�91;8�>4�@;�?�2�597�@9Q�����FLH� R�?;:�76�� �=�8��9�2�59;5A�A8�k�9���5<��5�g;73�P�8;8��lmnnopq rsstuvwxty�z{|}{~���n�����n

���������������������������������������������������������������������������� �

Exhibit DMD-10 
Page 6 of 18



���������	
�������

����������������
��������	�
�
��������������������	�����	
���
����	��������������������
	�������������������� �!"��

#�

$%��&�'(�)*�+%�,,�(-�./0��1%��2�+��)0�1%��&3+1�'�-�+%�,,�-�4�/.��1%��2�+�3)0�-�1%/+�5(�4/�,�&�)1-�41��1���&�)1/)3�3+�6�1�7��8&�)1/)3�3+�6�1�9�'��)+���-�1��� �2�+�0�,/.�-*�4�,43,�1�0�:*�0/./0/)��1%��.�,3'��0�,/.�-�0�(�-�;�*�:*�<=�%�3-+7��$%��&�'(�)*�/)1�)0+�1��0�,/.�-�2�+��1�.�,3'�+�1%�1��-��)�1�'�-��1%�)�1�)�(�-4�)1�>?@AB��:�.���-�:�,�C�1%���((,/4�:,��;&D��.�-�1%��4�3-+��� ��)��;�*E�3),�++��1%�-C/+���F43+�0�(3-+3�)1�1��1%��1�-'+��)0�4�)0/1/�)+�� �1%/+�5(�4/�,�&�)1-�417���G�4%�;�*�03-/)��1%��$�-'E��F4�(1��+��1%�-C/+��(-�./0�0�/)�1%/+�H�-��'�)1E�1%��&�'(�)*�C/,,�0�,/.�-E��)0�&3+1�'�-�C/,,�-�4�/.�E�1%���((,/4�:,��;&D��)���I/-'�:�+/+7��I�-�1%��(3-(�+�+�� �1%/+�H�-��'�)1E�8I/-'9�'��)+�1%�1�����-1*�'�*�/)1�--3(1�/1+�(�- �-'�)4��C/1%�31�,/�:/,/1*��),*�1��1%���F1�)1�1%�1�+34%�/)1�--3(1/�)�/+��F43+�0��-�(�-'/11�0�:*�1%��1�-'+�� �1%/+�H�-��'�)17����>JB� &��-0/)�1/�)��)0�&�''3)/4�1/�)�� �$%��&3+1�'�-��)0�1%��&�'(�)*�C/,,�4�''3)/4�1���)0�C�-K�/)����0� �/1%�1��4��-0/)�1��>/B�2�+�0�,/.�-/�+�C/1%��)*��((,/4�:,��1%/-0�(�-1/�+E�/)4,30/)��1%���((,/4�:,��2�)�-�1/�)�G)1/1*L>G)1/1/�+B��)0�>//B�2�+�0�,/.�-/�+�03-/)���)*��)1/4/(�1�0�+%31M0�C)+��-�43-1�/,'�)1+E� �4/,/1*��31���+E�'�/)1�)�)4�E��)0��1%�-�+4%�03,�0��-�/--��3,�-��.�)1+7��������>=B� 6�+4%�03,/)��� �;�,/.�-/�+�� �N*�'313�,���-��'�)1�� �1%����-1/�+�4�) /-'�0�:*��'�/,��-��1%�-�C-/1/)�E�1%����-1/�+�'�*�-�+4%�03,���,,��-��)*�(�-1/�)�� �1%���((,/4�:,��;&D�1%�1�C/,,�)�1�:���-�%�+�)�1�:��)�0�,/.�-�0��)0�-�4�/.�07��O)�1%���.�)1�1%����-1/�+���-���1��-�+4%�03,��;&D��+�+�1� �-1%�/)�1%��(-�4�0/)��+�)1�)4�E��+�(�-1�� �+34%���-��'�)1E�1%����-1/�+�'�*��,�41�1���F1�)0�1%��$�-'�:*�+34%�(�-/�0��+�'�*�:��)�4�++�-*�1���,,�C� �-�+34%�;&D�1��:��+3((,/�0�:*�&�'(�)*��)0�(3-4%�+�0��)0�3+�0�:*�&3+1�'�-�>1%-�3�%�1%����)�-�1/�)�� ��,�41-/4/1*�:*��)���-�'�-��2�)�-�1/�)�G)1/1/�+� �-�&3+1�'�-P+�:�)� /1�(3-+3�)1�1��1%���((,/4�:,��2�)�-�1/�)�H�-��'�)1B7����>#B� &3+1�'�-�Q+��� �$%/-0���-1*��+�H��)1�����&3+1�'�-�'�*�0�+/�)�1����1%/-0�(�-1*�>C%/4%�1%/-0�(�-1*�'�*�:����2�)�-�1/�)�G)1/1*BE�1��4�''3)/4�1���)0�'�)�����)�&3+1�'�-P+�:�%�, �&3+1�'�-P+�2�+�(3-4%�+�+��)0�1%��2�+�+3((,/�0�%�-�3)0�-E�/)4,30/)���)*�+4%�03,/)�E�-�+4%�03,/)���)0�-�,�1�0��41/./1/�+7��534%�0�+/�)�1/�)�+%�,,�:��(-�./0�0�1��&�'(�)*�/)�C-/1/)�7���RSTTUVW XYYZ[\]̂Z_�̀abcade�fTg�fhfT

ijkjlmjn�opq�rs�tuts����vwpwj�xy�pzpv{p�ij|}zpwxi~�kx��lvvlxq�xy�pzpv{p����� �

Exhibit DMD-10 
Page 7 of 18



���������	
�������

����������������
��������	�
�
��������������������	�����	
���
����	��������������������
	�������������������� �!���

"�

#���$%&%#'(&�)*��(&+,#(-��.'(&&/0',).�� 123� 4  �567��89��:�;<�=>�?@AA�B�A@C�5�69���<<A@D�EA��F:G��7�7�6� �569�@=�H�D6@�=�I1�3��=B�1E3��E�C�J��KD�<6�6��69���K6�=6�7LD9�B�A@C�5>�D�==�6�E��;�B��BL��6����:�;<�=>�4KDL7�B�M=6�55L<6@�=J���:L76�;�5�4KDL7�B�4C�=6J���:�;<�=>�N�5D��O�P�L5��4C�=6��5���:L76�;�5�N�5D��O�P�L5��4C�=6Q����1R3� M=6�55L<6@�=��=B�N�5D��O�P�L5��4C�=67��4�D9�� �69��:�;<�=>��=B�69��:L76�;�5��DS=�?A�B����=B���5���69�6�1@3�@=�69���C�=6�69�6�69��:�;<�=>�D�==�6�B�A@C�5�69���<<A@D�EA��F:G�BL��6����:�;<�=>�4KDL7�B�M=6�55L<6@�=��5���:�;<�=>�N�5D��O�P�L5��4C�=6J�T�7�B�A@C�5@�7�6��69��:L76�;�5�;�>�E��@=6�55L<6�B��5��KDL7�B�?@69�L6�A@�E@A@6>� �5��@69�5���56>�1@=DALB@=��69��A@�E@A@6@�7�7�6��L6�@=�69��:�;<�=>U7�6�5@  �7�D6@�=7�2RVWB1231�3J��=B�2RVWB1R3��=B�1@@3�@=�69���C�=6�69�6�69��:L76�;�5�B��7�=�6�6�S��B�A@C�5>�� �69���<<A@D�EA��F:G�BL��6����:L76�;�5�4KDL7�B�4C�=6��5���:L76�;�5�N�5D��O�P�L5��4C�=6J�69��:L76�;�5�79�AA�9�C��=���EA@��6@�=�6��6�S��B�A@C�5>�� �T�7��5�;�S���=>�<�>;�=67�@=�D�==�D6@�=�69�5�?@69��KD�<6��7�<5�C@B�B�E�A�?QQ����4KD�<6��7�D�=6�;<A�6�B�@=�69��<5�D�B@=��<�5��5�<9J�69�� �@AL5��6��B�A@C�5�69���<<A@D�EA��F:G��=BX�5�69�� �@AL5��6��6�S��69���<<A@D�EA��F:G�79�AA�5�7LA6�@=�69�� �AA�?@=��A@�E@A@6@�7� �5�69����56@�7Y�1K3�@=�69��D�7��� �:L76�;�5�?9�5��69�5��9�7�E��=��� �@AL5��� �:L76�;�5�6��6�S��69���<<A@D�EA��F:GJ�:L76�;�5�79�AA�<�>�6��:�;<�=>�69���5@D���7�7�6� �569�@=�Z56@DA��[�69�6�D�55�7<�=B7�?@69�69��F:G�� �T�7�69�6�?�7�=�6�B�A@C�5�B��5�?�LAB�9�C���69�5?@7��E��=�B�A@C�5�B�EL6� �5�:L76�;�5U7�=�6�9�C@=��6�S�=�7LD9�T�7��=B�1>3�@=�69��D�7��� �:�;<�=>�?9�5��69�5��9�7�E��=��� �@AL5��� �:�;<�=>�6��B�A@C�5�69���<<A@D�EA��F:GJ�:�;<�=>�79�AA�<�>�6��:L76�;�5�69��\L�A@ >@=��M=6�55L<6@�=�4K<�=7��@=��DD�5B�=D��?@69�H�D6@�=�2RVW�� �69��:�;<�=>U7�6�5@  J�A@;@6�B�6��69���\L@C�A�=6�� �]RQVV�<�5�OD �� �69���<<A@D�EA��F:G�=�6�B�A@C�5�BQ��4�D9���56>�79�AA�6�S��5��7�=�EA��76�<7�6��;@6@��6��69���;�L=67�69�6�?�LAB��69�5?@7��E���?�B�<L57L�=6�6��69���E�C�Q���NL569�5J�69��A@�E@A@6>��?�B�E>��@69�5���56>�L=B�5�69@7�H�D6@�=�?@AA�E��5�BLD�B� �5��=>�� �69���<<A@D�EA��L=B�A@C�5�B��5�L=6�S�=�F:G�69�6�@7�B�A@C�5�B�<L57L�=6�6��H�D6@�=�I1E31[3��E�C�Q�� 1I3� :�;;L=@D�6@�=��:�=7@76�=6�?@69�69���EA@��6@�=7�7�6� �569�@=�H�D6@�=�I1E31I3��E�C�J�69��:�;<�=>�?@AA�=�6@ >�69��:L76�;�5�@=�?5@6@=���7�7��=��7�<5�D6@D�A��6�69��_̂̀ àbc deefghijfk�lmnompq�r̀ s�rtr̀
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CAUTION: This email originated from outside the State of Alaska mail system.
Do not click links or open attachments unless you recognize the sender and know
the content is safe.

From: White, John D (RCA)
To: RCA Records & Filing
Subject: FW: [EXTERNAL] TA359-13
Date: Wednesday, December 28, 2022 3:17:32 PM
Attachments: GVEA"s Filing in Compliance with Commission Order No. U-22-029(3).pdf

12 27 22 GVEA_CEA MOU - signed.pdf

Dear R&F,
 
Could you please enter the below email, as well as the attachment to the record for TA359-13.
 
Thank you,
 
John
 

From: Daniel A. Heckman <DAHeckman@gvea.com> 
Sent: Wednesday, December 28, 2022 12:49 PM
To: White, John D (RCA) <john.white1@alaska.gov>
Subject: RE: [EXTERNAL] TA359-13
 

Mr. White –
 
This email contains GVEA’s responses to your questions below in blue. Should you have need of any
additional information or have further questions, please advise. Regarding GVEA’s Strategic
Generation Plan, I am providing a courtesy copy of GVEA’s filing in compliance with Commission
Order No. U-22-029(3), where a similar request was made. As stated in GVEA’s response, GVEA’s
Strategic Generation Plan sets out the general framework and vision for GVEA’s future generation
strategy, however, it is not a single, formal planning document or formal plan. GVEA’s compliance
filing provides information and supporting documents requested by the Commission previously on
the Strategic Generation Plan.
 

1. Reading the MOU, it appears that Chugach is currently providing the gas for the generation in
the agreement, is this correct?

 
Under the terms of the 2019 MOU, the gas can either be provided by Chugach at contract
price or by GVEA. Currently under this MOU, Chugach is providing the gas for generation, if
available. Upon approval of the ENSTAR Agreement, GVEA will be providing gas for the
generation with consistent availability and pricing to our Members.
 

2. Will the agreement with Enstar supplement or replace the energy generated under the MOU.
 
Under the terms of the revised MOU, the gas from the ENSTAR Agreement is not expected
to replace the energy generated under this MOU. Instead, it will replace the gas provided by
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GVEA’s Compliance Filing  July 6, 2022 
U-22-029  Page 1 of 8 
 


1 


2 


3 


4 


5 


6 


7 


8 


9 


10 


11 


12 


13 


14 


15 


16 


17 


18 


19 


20 


21 


22 


23 


24 


25 


26 


STATE OF ALASKA 
 


THE REGULATORY COMMISSION OF ALASKA 
 


Before Commissioners:     Keith Kurber II, Chairman 
Robert A. Doyle 


        Robert M. Pickett 
        Daniel A. Sullivan 
        Janis W. Wilson 
 
In the Matter of the Tariff Revision Designated as TA353-
13 Filed by GOLDEN VALLEY ELECTRIC 
ASSOCIATION, INC. for Interconnection with Delta 
Junction Renewable Resources, LLC  


) 
) 
) 
) 
) 


 
 
U-22-029 


 
 


GOLDEN VALLEY ELECTRIC ASSOCIATION, INC’S FILING IN COMPLIANCE 
WITH COMMISSION ORDER U-22-029(3) 


  
 On July 1, 2022, the Regulatory Commission of Alaska (Commission) issued Order U-


22-029(3) in the above referenced docket. The Order required: 


1. By no later than 10:00 a.m. on July 6, 2022, Golden Valley Electric Association, Inc. shall 


file in this docket a copy of its Strategic Generation Plan approved by the Board of Directors 


on June 27, 2022, including all supporting documents, data, and modelling runs. 


2. By 10:00 a.m. on July 6, 2022, Golden Valley Electric Association, Inc. shall be prepared 


to address when it will be able to file a revised Delta Junction Renewable Resources: 


Avoided Cost Study based on the assumptions and scenarios set out in the Strategic 


Generation Plan approved by the Board of Directors on June 27, 2022. 


Based on the Commission’s request, Golden Valley Electric Association, Inc. (GVEA), 


hereby provides the following information and documents in compliance with the Commission 


Order U-22-029(3).  


Background 
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On September 28, 2020, GVEA’s Board of Directors adopted a Strategic Directive 


regarding the evaluation of GVEA’s generation portfolio. The Strategic Directive provided: 


Generation Portfolio: Recognizing GVEA’s aging generation fleet and evolving 


regulatory landscape, create, recommend and implement as approved, a future 


generation strategy that utilizes proven generation and demand side technologies 


on a GVEA owned or purchased (locally or on a Railbelt) basis to optimally 


balance fuel and life cycle cost, emissions reduction, load, reliability, fuel 


resource and time frame criteria. 


 The Strategic Directive began in part due to GVEA’s aging infrastructure. As discussed 


in prior matters before the Commission, GVEA has also been faced with the decision on 


whether to retire Healy Unit 1, or to install Selective Catalytic Reduction (SCR) emission 


controls, at an estimated cost of approximately $26.1 million dollars to allow for the continued 


operation of the unit. A 2012 Consent Decree between GVEA and the Environmental 


Protection Agency required this decision to be made no later than December 31, 2022, with the 


implementation to occur by December 31, 2024.  


 Over the past 18 months, GVEA’s Board, staff, and consultants spent hundreds of hours 


developing modeling for over 120 different generation scenarios in response to the Strategic 


Generation Directive. These scenarios looked at the potential implications and risks associated 


with a range of different viable generation options. 


In tandem with the Strategic Generation Directive, the work group also took the 


opportunity to model and review associated emission impacts for the various generation 


scenarios, keeping in mind the Carbon Reduction Goal set by GVEA in 2018 to reduce carbon 
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emissions 26% by 2030 without any adverse long-term impacts on rates.1 A number of GVEA 


members have expressed support for transitioning to a more carbon neutral generation mix 


throughout the Strategic Generation development process. In addition, Industrial users across 


the nation are implementing aggressive carbon reduction plans, including industrial users 


within GVEA’s service territory.  


On June 27, 2022, GVEA’s Board adopted the broad components of a Strategic 


Generation Plan that is geared towards maintaining system reliability, reducing member rates, 


and reducing emissions. The plan consisted of five components: 


1. GVEA to install a selective catalytic reduction system on Healy Unit 1; 


2. GVEA’s management team to develop a comprehensive plan within 90 days for the 


systematic retirement of Healy Unit 2 by December 31, 2024; 


3. GVEA to develop and issue a Request for Proposal (RFP) for a large-scale wind 


resource Power Purchase Agreement within 60 to 90 days; 


4. GVEA to expeditiously move forward within 90 days for the purchase and installation 


of a new Battery Energy Storage System of a minimum size of 46 megawatts /184 


megawatt hours; and 


5. GVEA to secure a Purchase Power Agreement from southcentral Alaska utility/utilities 


or from southcentral gas producers/suppliers for the equivalent of 30 to 50 megawatts of 


energy to be transmitted up the Alaska Intertie. 


With the adoption of these items, authorization and direction has been given to GVEA 


staff to develop and take the actions necessary to fully build out a recommended plan and to 


                                              
1 Carbon Reduction Goal Policy: Reduce GVEA’s CO2 emissions rate (measured by tons per MWH) by 26% over 
the 2012 emissions rate by 2030 with no adverse long-term impact on rates. 
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pursue firm proposals on several of the above components within a 90-day period. While the 


plan adopted by the Board set the course for staff and GVEA’s members, there are a number of 


variables that staff must further develop and refine and that will ultimately require separate 


approval from GVEA’s Board, the Commission, and potentially from GVEA’s financiers during 


the process. 


GVEA’s Board recognized that the June 27th decision was a starting point and that 


while it gave a firm vision and direction for what GVEA’s future generation would look like, 


significant work, planning, assessment and challenges still remain over the  next couple years to 


make this vision a reality. GVEA has implemented an internal team to focus on the Board’s 


adopted plan with the goal of providing a full report to GVEA’s Board in September 2022. 


Commission Requests 


As part of this docket, the Commission required GVEA to file various documents and 


information related to GVEA’s newly adopted Strategic Generation Plan. GVEA addresses each of 


these requests in turn: 


Request 1: By no later than 10:00 a.m. on July 6, 2022, Golden Valley Electric 


Association, Inc. shall file in this docket a copy of its Strategic Generation Plan approved by 


the Board of Directors on June 27, 2022, including all supporting documents, data, and 


modelling runs. 


Response: As noted above, GVEA’s Board of Directors adopted a “Strategic Generation 


Plan,” that sets out the general framework and vision for GVEA’s future generation strategy, 


however, it is not a single, formal planning document or formal plan as the Commission may be 


referencing. Rather, the planning process involved significant modeling that formed the basis for 


the Board’s decision, some of which aligned with the Board’s ultimate adopted plan, while others 
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evaluated different generation scenarios such as the addition of an LM6000, the addition of solar, 


or other options that were ultimately not selected, but were still considered as part of the Board’s 


decision. In total, there were approximately 120 separate modeling scenarios performed and 


evaluated throughout the planning process. 


Consistent with the Commission’s Order, GVEA is providing the following responsive 


documents as they related specifically to the Strategic Generation Plan adopted by GVEA’s Board: 


1. The Motion to Adopt a Strategic Generation Plan as passed by the Board during 


the June 27, 2022 Special Public Board Meeting (Attachment A); 


2. The presentation developed, provided and discussed by consultant Mike 


Hubbard of Financial Engineering Company, during the June 27, 2022 Special 


Board Meeting. The presentation provides a high level discussion of the 


methodology used, resources investigated, and evaluation criteria, and provides 


a summary of the cost and emission impacts of a number of the different 


modeling scenarios run (Attachment B); 


3. An Excel Model developed by Mr. Hubbard used during the Strategic 


Generation analysis that provides  a summary of information regarding the 


various case studies and the associated summaries, scenarios, charts, emissions, 


costs and other factors utilized during the process.  Consistent with Commission 


Order U-22-029(2) this file is Confidential and will be provided under seal with 


the Commission. The file will also be provided to involved parties upon their 


filing of a Non-Disclosure Agreement in this matter.  
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GVEA provides the runs that most closely aligned with the ultimately adopted Strategic 


Generation Plan, rather than a single case given that variables such as the final size of a battery, 


wind, and power purchase agreement are still being developed by GVEA staff during the 90-


day period requested by the Board. Modifications to any of these items will have an impact on 


purchase rates within an avoided cost study. While GVEA is confident based on the modeling 


and assumptions generated to date, that the Strategic Generation Plan will provide significant 


benefit to our members, GVEA is not yet at the point to be able to definitively provide final 


cost, capacity, and start dates for these various aspects of the plan, which are still under 


development. GVEA anticipates that many, if not all, of these generation changes would not be 


in place until approximately 2025. As noted above, there are additional non-responsive 


generation runs that are not consistent with the plan adopted by GVEA’s Board that are not 


being filed in this matter, however, they would have all been used in the overall assessment of 


the Strategic Generation Plan.  


Request 2: By 10:00 a.m. on July 6, 2022, Golden Valley Electric Association, Inc. shall 


be prepared to address when it will be able to file a revised Delta Junction Renewable 


Resources: Avoided Cost Study based on the assumptions and scenarios set out in the Strategic 


Generation Plan approved by the Board of Directors on June 27, 2022. 


Response: 


 The Strategic Generation Plan does not consist of a single, definitive planning document 


based on a single generation modeling run because the broad outline provided in the Strategic 


Generation Plan includes a number of the items  that are not definitive (e.g. the size, cost, and 


timing of the generation resource).  
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Given the complexities associated with the Strategic Generation Plan, GVEA requires 


at least four weeks to provide a revised Avoided Cost Study, as requested by the Commission. 


As previously noted, within the next 90 days, GVEA expects to further develop the Strategic 


Generation Plan, which will include developing more certain data related to pricing, timeline 


and size of several key plan components. There are also components of the plan such as the 


retirement of Healy 2 that will take longer to evaluate and analyze with certainty in order to 


confirm those aspects can move forward as proposed in the Board’s plan given that separate 


approval would be needed from both the Commission and GVEA’s financiers related to the 


debt treatment before GVEA could definitively retire the plant.  


Conclusion 


 GVEA appreciates the opportunity to clarify the nature of its Strategic Generation Plan 


and submits the attached documents responsive to the Commission’s request. GVEA will have 


a number of staff and consultants available during the July 6, 2022 Prehearing Conference that 


can provide additional details or respond to further questions related to these requests.  


DATED July 6, 2022, at Portland, Oregon. 


McDowell Rackner Gibson PC 
 
 
By: /s/ Adam Lowney    


Adam Lowney 
       McDowell Rackner Gibson PC 
       419 SW 11th Avenue, Suite 400 
       Portland, OR  97205 


Phone:  (503) 595-3926 
Email:  adam@mrg-law.com 
Oregon Bar No. 053124 
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CERTIFICATE OF SERVICE 
I hereby certify that on July 6, 2022, a true and correct copy of Golden Valley Electric 
Association, Inc.’s Filing in Compliance with Commission Order U-22-029(3)was served 
via e-mail on the following: 
 
Office of the Attorney General 
Jeffrey Waller, Chief Assistant Attorney General, 
JC Croft, Assistant Attorney General 
Deb Mitchell 
Amber Henry, Law Office Assistant 
Regulatory Affairs & Public Advocacy  
1031 West Fourth Avenue, Suite 200 
Anchorage, AK 99501 
Email: jeff.waller@alaska.gov 


JC.Croft@alaska.gov 
deborah.mitchell@alaska.gov 
amber.henry@alaska.gov 


 
Delta Junction Renewable Resources, LLC 
Brian Solan, PE/Bus Dev Mgr 
Elizabeth Simon, Asst General Counsel 
Ameresco, Inc. 
6643 Brayton Drive 
Anchorage, AK 99507 
Email: bsolan@ameresco.com 


esimon@ameresco.com 
 
/s/ Daniel Heckman   
Daniel Heckman 
Regulatory Manager 
 


 
 
:  
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Strategic Generation Motions



Special Board Meeting: June 27, 2022



Motion #1: Adopting a Strategic Generation Plan



I move that GVEA’s Board of Directors Adopt a Strategic Generation Plan consisting of the 
following components:



1. GVEA to install a Selective Catalytic Reduction system on Healy Unit 1;
2. GVEA’s management team develop a comprehensive plan within 90 days for the


systematic retirement of Healy Unit 2 by December 31, 2024;
3. GVEA develop and issue a Request for Proposal for a large-scale wind resource


Power Purchase Agreement within 60 to 90 days;
4. GVEA to expeditiously move forward within 90 days for the purchase of a new


Battery Energy Storage System of approximately 46 megawatts /184 megawatt
hours in size; and,


5. GVEA to secure a Purchase Power Agreement from a Southcentral Alaska utility
or utilities, or from Southcentral gas producers or suppliers for the equivalent of
30 to 50 megawatts or the energy to be transmitted up the Alaska Intertie.











GVEA Response to Order No. U-22-029(3) 
Attachment A 


Page 1 of 1







At the Crossroads in GVEA 
Generation


the Financial Engineering Company


June 27, 2022
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Where We Are


• Over the past year, GVEA has initiated a series of investigations into 
its power supply


• These investigations were initially commenced due to decisions that 
must be made regarding Healy 1 and GVEA’s Battery Energy Storage 
System (BESS)


• As worked progressed, it became apparent that recent advancements 
in renewable energy technologies could offer both short- and long-
term benefits


• Tonight’s presentation summarizes these investigations and findings
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Methodology - General


• Key to this analysis has been the use of GenTrader, a computer 
program that simulates the GVEA generation system


• Hourly basis
• 2023 – 2044 study period


• Approximately 120 scenarios have been evaluated using various 
assumptions regarding fuel prices, loads, unit availabilities and 
additional potential resources


• Economics and emissions of these scenarios have been projected 
while taking into account risk and opportunities
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Resources Investigated
• Adding a new gas turbine to double the capacity of the existing 


combined cycle resource
• New solar installations of 15 and 30 MW
• New wind installations of 15 – 260 MW
• Six separate BESS configurations
• Upgrade to the Anchorage – Healy Intertie
• Purchase of gas-fired generation from the South
• Retirement of:


• Healy 1
• Healy 2
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Resources Not Included
• Gas line, nuclear, and hydro units such as Susitna were not included 


due to the uncertainty and long lead time
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Evaluation


• Economic
• Monthly bill to the average Residential user was projected and comprised of:


• Fuel costs
• Purchased power costs
• Capital and operating costs of the new resources being evaluated 
• Other GVEA system costs (admin, distribution, transmission, other production, etc.)


• Emissions
• Total CO2 emissions over the study period
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Immediate Decisions


• Air Quality Operating Permit for Healy 1 requires pollution control equipment 
to be installed by 1/1/2025


• Should an SCR be installed at a cost of approximately $25 million or should the unit be 
retired?


• The existing Battery Energy Storage System (BESS) is aging and requires 
upgrades


• Should the existing BESS be abandoned, upgraded, or replaced with newer technololgy
that can be used for regulation of renewable resources?
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A Snapshot of GVEA’s Thermal Resources
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Healy Units


• Healy 1
• “Workhorse” of GVEA’s fleet
• Very high reliability and proven track record


• Healy 2
• Has not lived up to its expected reliability even with capital improvements
• High operating costs and not expected to decrease
• Implications must be worked through regarding GVEA equity if retired 
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Healy 1 Healy 2


2021 89% 68%
2020 96% 65%
2019 85% 72%
2018 93% 31%
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Summary of Findings
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Existing Generation – No Retirements
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Existing Generation – No Retirements


• Increasing the capability of the 
combined cycle can lower 
costs but only a small amount


• Susceptible to fuel price volatility


12


No New Resources
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Existing Generation – No Retirements


• Increasing the capability of the 
combined cycle can lower 
costs but only a small amount


• Susceptible to fuel price volatility


• Any scenario with no Healy 
retirements results in high 
emissions
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No New Resources


Wind 40 MW
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Healy 1 Retirement
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Healy 1 Retirement
• Retirement with no replacement power 


adds significant costs to system 


H1 Retired, No replacement
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Healy 1 Retirement
• Retirement with no replacement power 


adds significant costs to system 


• New combined cycle higher than no 
retirement


New Combined Cycle


H1 Retired, No replacement
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Healy 1 Retirement
• Retirement with no replacement power 


adds significant costs to system 


• New combined cycle higher than no 
retirement


• With just replacement power from south, 
a smaller purchase amount results in 
lower cost of power New Combined Cycle


25 MW Power Purchase


H1 Retired, No replacement
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Healy 1 Retirement
• Retirement with no replacement power 


adds significant costs to system 


• New combined cycle higher than no 
retirement


• With just replacement power from south, 
a smaller purchase amount results in 
lower cost of power – difficult to fit 50 
MW in with loss of only 25 MW (Healy 1)


New Combined Cycle


50 MW Power Purchase


25 MW Power Purchase


H1 Retired, No replacement
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Healy 1 Retirement
• Retirement with no replacement power 


adds significant costs to system 


• New combined cycle higher than no 
retirement


• With just replacement power from south, 
a smaller purchase amount results in 
lower cost of power – difficult to fit 50 
MW in with loss of only 25 MW (Healy 1)


• Replacement power commensurate with 
loss of Healy 1 and wind is most economic 
of scenarios options investigated


• Wind scenario includes the capital and 
operating costs of a BESS sufficient in 
capacity (MW) and energy (MWh) to 
regulate the wind resource


New Combined Cycle


50 MW Power Purchase


25 MW Power Purchase


20 MW Power Purchase/
40 MW Wind


H1 Retired, No replacement
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• Initial analyses investigated whether to implement the SCR on Healy 1
• Should Healy 1 be retired?


• But, all options should be on the table 
• What about retirement of other GVEA resources?


• North Pole 1 and 2 and Zehnder units expensive to operate but are there only 
to fill in the peaks


• North Pole Combined Cycle is very efficient, can fluctuate with load, and can 
provide regulation for Eva Creek


• Would retiring Healy 2 provide benefits to GVEA? 
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What if Healy 2 was retired instead of Healy 1?


No Healy Retirements
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What if Healy 2 was retired instead of Healy 1?


• With no replacement power, 
retirement of Healy 2 results 
in very high cost of power


15


Healy 2 Retirement – No Replacement
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What if Healy 2 was retired instead of Healy 1?


• With no replacement power, 
retirement of Healy 2 results 
in very high cost of power


15


Healy 2 Retirement – No Replacement


Healy 2 retired with 40 MW 
Power Purchase/40 MW Wind
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What if Healy 2 was retired instead of Healy 1?


• With no replacement power, 
retirement of Healy 2 results 
in very high cost of power


• Retirement of Healy 2 instead 
of Healy 1 results in lower 
costs
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Healy 2 Retirement – No Replacement


Healy 2 retired with 40 MW 
Power Purchase/40 MW Wind


Healy 1 Retirement:  20 
MW Power Purchase/
40 MW Wind (from 
previous slide)
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Healy 2 Availability


• Maintaining Healy 2 in 
operating fleet and retiring 
Healy 1 is based on capital 
expenditures to Healy 2 
improving Availability Factor to 
approximately 88%


• Even with this high availability 
factor, retirement of Healy 2 is 
favored


• If expenditures do not work and 
Healy 2 has a lower availability 
factor, retirement of Healy 2 
instead of Healy 1 is favored 
even more
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H1 Retired, Purch Pwr 20, Wind 40, 
H2 2021 Availability Factor (68%)
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Can both Healy units be retired?
• Retiring both units leads to much 


higher costs without firm 
replacement power


Healy 2 Retirement
40 MW Purch Pwr/40 MW Wind
(from previous slide)
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Can both Healy units be retired?
• Retiring both units leads to much 


higher costs without firm 
replacement power


• Wind might further lower costs 
but needs to fit in with power 
purchase


Healy 2 Retirement
40 MW Purch Pwr/40 MW Wind
(from previous slide)


H1/H2 Retire, 40 MW Power Purchase
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Can both Healy units be retired?
• Retiring both units leads to much 


higher costs without firm 
replacement power


• Wind might further lower costs 
but needs to fit in with power 
purchase


• Can lower costs from retiring 
Healy 2 only, but only small 
amount 


• Requires intertie upgrade for 
replacement power


• Can upgrade be accomplished in 2 ½ 
years?


• Retirement of both Healy units 
further reduces fuel diversity


Healy 2 Retirement
40 MW Purch Pwr/40 MW Wind
(from previous slide)


H1/H2 Retire, 40 MW Power Purchase


H1/H2 Retire, 70-100 MW Power 
Purchase, Int Upgrade@50%
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Summary


• Analysis performed over the past several months indicates that the 
retirement of a Healy unit can lead to lower costs if sufficient 
replacement power is available


• Of the two Healy units, it is more economic to retire Healy 2
• Retirement of both Healy units right away provides only a small long-


term gain over retiring Healy 2 while imposing certain risk factors
• Sufficient replacement power from the southern utilities requires the upgrade 


of the Anchorage – Healy intertie
• Can this upgrade be accomplished before the Healy units are retired (2 ½ 


years)?
• Increases reliance on oil-fired generation during times of intertie outages
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Summary (continued)


• Adding wind resources to the system can provide both economic and 
environmental benefits if:


• Prices are within the range assumed
• A BESS of sufficient size (capacity and energy) is added to the system for 


regulation
• Minimum focusing on a 46 MW / 184 MWh system
• Should be capable of expansion


• All scenarios run with wind included the capital and operating costs of 
a BESS
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Going Forward
• Continue operation of Healy 1 (implement SCR on Healy 1)
• Initiate steps to retire Healy 2


• Work with RCA regarding retirement of Healy 2


• Secure firm power replacement / gas commensurate in size with lost power
• Wind


• Secure wind resource of approximately 40 MW 
• Investigate possibilities to implement interruptible loads (heat/thermal storage, etc.) 


that could increase the amount of wind that could be accommodated into they system
• Investigate wind forecasting models


• Install a BESS commensurate in size (MW and MWh) with wind and need to 
regulate


• Interruptible loads would reduce need for Regulation Down
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GOLDEN VALLEY ELECTRIC ASSOCIATION, INC’S RESPONSE TO THE 


REGULATORY COMMISSION OF ALASKA’S ORDER U-22-029(3) 


 


ATTACHMENT C  


 


CONFIDENTIAL PURSUANT TO CONFIDENTIAL ORDER U-22-029(2) 


 


 


This Excel model, titled “Hubbard Dispatch Evaluation Model” is Confidential and will be filed 
with the parties under separate seal. 
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Chugach with gas provided by GVEA. GVEA has the option under the MOU to provide it’s
own fuel and the agreement with ENSTAR is consistent with the intent and plain language of
that portion of the MOU.
 

3. Do you know when the modification will happen, and or, what the anticipated modification is.
 
Attached is a copy of the MOU Amendment signed and executed by GVEA and Chugach. The
modification has taken effect, however, as noted under the ENSTAR Agreement, the
effective date of that Agreement is the third business day following the later of (i) RCA
Approvals, and/or (ii) the effective date of the Generation Agreements entered into by GVEA
and Chugach. The events in both (i) and (ii) must have occurred prior to the effective date.
During the three business days following the later of the events in (i) or (ii), Chugach,
ENSTAR, and GVEA will work to finalize the daily nomination, dispatch, tracking, and
reporting processes and procedures.

 
Thank you.
 
Daniel Heckman
 
Daniel A. Heckman I Regulatory Manager  
Golden Valley Electric Association, Inc.  
758 Illinois St.  I  Fairbanks, AK 99701
Office: (907) 458-5706 (Direct)
daheckman@gvea.com I  www.gvea.com
 

This message, including all attachments in it, is intended only for the use of the individual or entity to which it is
addressed, and may contain information that is privileged, confidential or otherwise exempt from disclosure. Any
unauthorized disclosure or distribution of this message is prohibited. If you have received this message in error,
please delete it and any attachments to it without retaining any copies.

 

From: White, John D (RCA) <john.white1@alaska.gov> 
Sent: Tuesday, December 27, 2022 10:58 AM
To: Daniel A. Heckman <DAHeckman@gvea.com>
Subject: [EXTERNAL] TA359-13
 

CAUTION: This email originated from outside of the organization. Do not click links or open
attachments unless you recognize the sender and know the content is safe.

 
Mr. Heckman,
 
Earlier I sent an email requesting the agreement between GVEA and Chugach to generate the power
on GVEA’s behalf, I would also like to request a copy of the Strategic Generation Plan adopted by the
GVEA Board on June 27, 2022, referenced on page 2 of the TA359.
I also note the reference on Page 2 to a GVEA and Chugach MOU, filed in July 2019, which states the

Sa fety: You Have The Power! 

~ c;an.i4,.., fh ff'h,lf"t?i'"i'T\N'ft 
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terms of the MOU are being modified. 
1. Reading the MOU, it appears that Chugach is currently providing the gas for the generation in

the agreement, is this correct?
2. Will the agreement with Enstar supplement or replace the energy generated under the MOU.
3. Do you know when the modification will happen, and or, what the anticipated modification is.

 
Thank you,
John

Exhibit DMD-11 
Page 3 of 48



STATE OF ALASKA 
 

THE REGULATORY COMMISSION OF ALASKA 
 

Before Commissioners:     Keith Kurber II, Chairman 
Robert A. Doyle 

        Robert M. Pickett 
        Daniel A. Sullivan 
        Janis W. Wilson 
 
In the Matter of the Tariff Revision Designated as TA353-
13 Filed by GOLDEN VALLEY ELECTRIC 
ASSOCIATION, INC. for Interconnection with Delta 
Junction Renewable Resources, LLC  

) 
) 
) 
) 
) 

 
 
U-22-029 

 
 

GOLDEN VALLEY ELECTRIC ASSOCIATION, INC’S FILING IN COMPLIANCE 
WITH COMMISSION ORDER U-22-029(3) 

  
 On July 1, 2022, the Regulatory Commission of Alaska (Commission) issued Order U-

22-029(3) in the above referenced docket. The Order required: 

1. By no later than 10:00 a.m. on July 6, 2022, Golden Valley Electric Association, Inc. shall 

file in this docket a copy of its Strategic Generation Plan approved by the Board of Directors 

on June 27, 2022, including all supporting documents, data, and modelling runs. 

2. By 10:00 a.m. on July 6, 2022, Golden Valley Electric Association, Inc. shall be prepared 

to address when it will be able to file a revised Delta Junction Renewable Resources: 

Avoided Cost Study based on the assumptions and scenarios set out in the Strategic 

Generation Plan approved by the Board of Directors on June 27, 2022. 

Based on the Commission’s request, Golden Valley Electric Association, Inc. (GVEA), 

hereby provides the following information and documents in compliance with the Commission 

Order U-22-029(3).  

Background 
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On September 28, 2020, GVEA’s Board of Directors adopted a Strategic Directive 

regarding the evaluation of GVEA’s generation portfolio. The Strategic Directive provided: 

Generation Portfolio: Recognizing GVEA’s aging generation fleet and evolving 

regulatory landscape, create, recommend and implement as approved, a future 

generation strategy that utilizes proven generation and demand side technologies 

on a GVEA owned or purchased (locally or on a Railbelt) basis to optimally 

balance fuel and life cycle cost, emissions reduction, load, reliability, fuel 

resource and time frame criteria. 

 The Strategic Directive began in part due to GVEA’s aging infrastructure. As discussed 

in prior matters before the Commission, GVEA has also been faced with the decision on 

whether to retire Healy Unit 1, or to install Selective Catalytic Reduction (SCR) emission 

controls, at an estimated cost of approximately $26.1 million dollars to allow for the continued 

operation of the unit. A 2012 Consent Decree between GVEA and the Environmental 

Protection Agency required this decision to be made no later than December 31, 2022, with the 

implementation to occur by December 31, 2024.  

 Over the past 18 months, GVEA’s Board, staff, and consultants spent hundreds of hours 

developing modeling for over 120 different generation scenarios in response to the Strategic 

Generation Directive. These scenarios looked at the potential implications and risks associated 

with a range of different viable generation options. 

In tandem with the Strategic Generation Directive, the work group also took the 

opportunity to model and review associated emission impacts for the various generation 

scenarios, keeping in mind the Carbon Reduction Goal set by GVEA in 2018 to reduce carbon 
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emissions 26% by 2030 without any adverse long-term impacts on rates.1 A number of GVEA 

members have expressed support for transitioning to a more carbon neutral generation mix 

throughout the Strategic Generation development process. In addition, Industrial users across 

the nation are implementing aggressive carbon reduction plans, including industrial users 

within GVEA’s service territory.  

On June 27, 2022, GVEA’s Board adopted the broad components of a Strategic 

Generation Plan that is geared towards maintaining system reliability, reducing member rates, 

and reducing emissions. The plan consisted of five components: 

1. GVEA to install a selective catalytic reduction system on Healy Unit 1; 

2. GVEA’s management team to develop a comprehensive plan within 90 days for the 

systematic retirement of Healy Unit 2 by December 31, 2024; 

3. GVEA to develop and issue a Request for Proposal (RFP) for a large-scale wind 

resource Power Purchase Agreement within 60 to 90 days; 

4. GVEA to expeditiously move forward within 90 days for the purchase and installation 

of a new Battery Energy Storage System of a minimum size of 46 megawatts /184 

megawatt hours; and 

5. GVEA to secure a Purchase Power Agreement from southcentral Alaska utility/utilities 

or from southcentral gas producers/suppliers for the equivalent of 30 to 50 megawatts of 

energy to be transmitted up the Alaska Intertie. 

With the adoption of these items, authorization and direction has been given to GVEA 

staff to develop and take the actions necessary to fully build out a recommended plan and to 

1 Carbon Reduction Goal Policy: Reduce GVEA’s CO2 emissions rate (measured by tons per MWH) by 26% over 
the 2012 emissions rate by 2030 with no adverse long-term impact on rates. 
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pursue firm proposals on several of the above components within a 90-day period. While the 

plan adopted by the Board set the course for staff and GVEA’s members, there are a number of 

variables that staff must further develop and refine and that will ultimately require separate 

approval from GVEA’s Board, the Commission, and potentially from GVEA’s financiers during 

the process. 

GVEA’s Board recognized that the June 27th decision was a starting point and that 

while it gave a firm vision and direction for what GVEA’s future generation would look like, 

significant work, planning, assessment and challenges still remain over the  next couple years to 

make this vision a reality. GVEA has implemented an internal team to focus on the Board’s 

adopted plan with the goal of providing a full report to GVEA’s Board in September 2022. 

Commission Requests 

As part of this docket, the Commission required GVEA to file various documents and 

information related to GVEA’s newly adopted Strategic Generation Plan. GVEA addresses each of 

these requests in turn: 

Request 1: By no later than 10:00 a.m. on July 6, 2022, Golden Valley Electric 

Association, Inc. shall file in this docket a copy of its Strategic Generation Plan approved by 

the Board of Directors on June 27, 2022, including all supporting documents, data, and 

modelling runs. 

Response: As noted above, GVEA’s Board of Directors adopted a “Strategic Generation 

Plan,” that sets out the general framework and vision for GVEA’s future generation strategy, 

however, it is not a single, formal planning document or formal plan as the Commission may be 

referencing. Rather, the planning process involved significant modeling that formed the basis for 

the Board’s decision, some of which aligned with the Board’s ultimate adopted plan, while others 
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evaluated different generation scenarios such as the addition of an LM6000, the addition of solar, 

or other options that were ultimately not selected, but were still considered as part of the Board’s 

decision. In total, there were approximately 120 separate modeling scenarios performed and 

evaluated throughout the planning process. 

Consistent with the Commission’s Order, GVEA is providing the following responsive 

documents as they related specifically to the Strategic Generation Plan adopted by GVEA’s Board: 

1. The Motion to Adopt a Strategic Generation Plan as passed by the Board during 

the June 27, 2022 Special Public Board Meeting (Attachment A); 

2. The presentation developed, provided and discussed by consultant Mike 

Hubbard of Financial Engineering Company, during the June 27, 2022 Special 

Board Meeting. The presentation provides a high level discussion of the 

methodology used, resources investigated, and evaluation criteria, and provides 

a summary of the cost and emission impacts of a number of the different 

modeling scenarios run (Attachment B); 

3. An Excel Model developed by Mr. Hubbard used during the Strategic 

Generation analysis that provides  a summary of information regarding the 

various case studies and the associated summaries, scenarios, charts, emissions, 

costs and other factors utilized during the process.  Consistent with Commission 

Order U-22-029(2) this file is Confidential and will be provided under seal with 

the Commission. The file will also be provided to involved parties upon their 

filing of a Non-Disclosure Agreement in this matter.  

Exhibit DMD-11 
Page 8 of 48



GVEA provides the runs that most closely aligned with the ultimately adopted Strategic 

Generation Plan, rather than a single case given that variables such as the final size of a battery, 

wind, and power purchase agreement are still being developed by GVEA staff during the 90-

day period requested by the Board. Modifications to any of these items will have an impact on 

purchase rates within an avoided cost study. While GVEA is confident based on the modeling 

and assumptions generated to date, that the Strategic Generation Plan will provide significant 

benefit to our members, GVEA is not yet at the point to be able to definitively provide final 

cost, capacity, and start dates for these various aspects of the plan, which are still under 

development. GVEA anticipates that many, if not all, of these generation changes would not be 

in place until approximately 2025. As noted above, there are additional non-responsive 

generation runs that are not consistent with the plan adopted by GVEA’s Board that are not 

being filed in this matter, however, they would have all been used in the overall assessment of 

the Strategic Generation Plan.  

Request 2: By 10:00 a.m. on July 6, 2022, Golden Valley Electric Association, Inc. shall 

be prepared to address when it will be able to file a revised Delta Junction Renewable 

Resources: Avoided Cost Study based on the assumptions and scenarios set out in the Strategic 

Generation Plan approved by the Board of Directors on June 27, 2022. 

Response: 

 The Strategic Generation Plan does not consist of a single, definitive planning document 

based on a single generation modeling run because the broad outline provided in the Strategic 

Generation Plan includes a number of the items  that are not definitive (e.g. the size, cost, and 

timing of the generation resource).  
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Given the complexities associated with the Strategic Generation Plan, GVEA requires 

at least four weeks to provide a revised Avoided Cost Study, as requested by the Commission. 

As previously noted, within the next 90 days, GVEA expects to further develop the Strategic 

Generation Plan, which will include developing more certain data related to pricing, timeline 

and size of several key plan components. There are also components of the plan such as the 

retirement of Healy 2 that will take longer to evaluate and analyze with certainty in order to 

confirm those aspects can move forward as proposed in the Board’s plan given that separate 

approval would be needed from both the Commission and GVEA’s financiers related to the 

debt treatment before GVEA could definitively retire the plant.  

Conclusion 

 GVEA appreciates the opportunity to clarify the nature of its Strategic Generation Plan 

and submits the attached documents responsive to the Commission’s request. GVEA will have 

a number of staff and consultants available during the July 6, 2022 Prehearing Conference that 

can provide additional details or respond to further questions related to these requests.  

DATED July 6, 2022, at Portland, Oregon. 

McDowell Rackner Gibson PC 
 
 
By: /s/ Adam Lowney    

Adam Lowney 
       McDowell Rackner Gibson PC 
       419 SW 11th Avenue, Suite 400 
       Portland, OR  97205 

Phone:  (503) 595-3926 
Email:  adam@mrg-law.com 
Oregon Bar No. 053124 
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CERTIFICATE OF SERVICE 
I hereby certify that on July 6, 2022, a true and correct copy of Golden Valley Electric 
Association, Inc.’s Filing in Compliance with Commission Order U-22-029(3)was served 
via e-mail on the following: 
 
Office of the Attorney General 
Jeffrey Waller, Chief Assistant Attorney General, 
JC Croft, Assistant Attorney General 
Deb Mitchell 
Amber Henry, Law Office Assistant 
Regulatory Affairs & Public Advocacy  
1031 West Fourth Avenue, Suite 200 
Anchorage, AK 99501 
Email: jeff.waller@alaska.gov 

JC.Croft@alaska.gov 
deborah.mitchell@alaska.gov 
amber.henry@alaska.gov 

 
Delta Junction Renewable Resources, LLC 
Brian Solan, PE/Bus Dev Mgr 
Elizabeth Simon, Asst General Counsel 
Ameresco, Inc. 
6643 Brayton Drive 
Anchorage, AK 99507 
Email: bsolan@ameresco.com 

esimon@ameresco.com 
 
/s/ Daniel Heckman   
Daniel Heckman 
Regulatory Manager 
 

 
 
:  
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Strategic Generation Motions


Special Board Meeting: June 27, 2022


Motion #1: Adopting a Strategic Generation Plan


I move that GVEA’s Board of Directors Adopt a Strategic Generation Plan consisting of the 
following components:


1. GVEA to install a Selective Catalytic Reduction system on Healy Unit 1;
2. GVEA’s management team develop a comprehensive plan within 90 days for the

systematic retirement of Healy Unit 2 by December 31, 2024;
3. GVEA develop and issue a Request for Proposal for a large-scale wind resource

Power Purchase Agreement within 60 to 90 days;
4. GVEA to expeditiously move forward within 90 days for the purchase of a new

Battery Energy Storage System of approximately 46 megawatts /184 megawatt
hours in size; and,

5. GVEA to secure a Purchase Power Agreement from a Southcentral Alaska utility
or utilities, or from Southcentral gas producers or suppliers for the equivalent of
30 to 50 megawatts or the energy to be transmitted up the Alaska Intertie.
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At the Crossroads in GVEA 
Generation

the Financial Engineering Company

June 27, 2022
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Where We Are

• Over the past year, GVEA has initiated a series of investigations into 
its power supply

• These investigations were initially commenced due to decisions that 
must be made regarding Healy 1 and GVEA’s Battery Energy Storage 
System (BESS)

• As worked progressed, it became apparent that recent advancements 
in renewable energy technologies could offer both short- and long-
term benefits

• Tonight’s presentation summarizes these investigations and findings
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Methodology - General

• Key to this analysis has been the use of GenTrader, a computer 
program that simulates the GVEA generation system

• Hourly basis
• 2023 – 2044 study period

• Approximately 120 scenarios have been evaluated using various 
assumptions regarding fuel prices, loads, unit availabilities and 
additional potential resources

• Economics and emissions of these scenarios have been projected 
while taking into account risk and opportunities
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Resources Investigated
• Adding a new gas turbine to double the capacity of the existing 

combined cycle resource
• New solar installations of 15 and 30 MW
• New wind installations of 15 – 260 MW
• Six separate BESS configurations
• Upgrade to the Anchorage – Healy Intertie
• Purchase of gas-fired generation from the South
• Retirement of:

• Healy 1
• Healy 2
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Resources Not Included
• Gas line, nuclear, and hydro units such as Susitna were not included 

due to the uncertainty and long lead time
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Evaluation

• Economic
• Monthly bill to the average Residential user was projected and comprised of:

• Fuel costs
• Purchased power costs
• Capital and operating costs of the new resources being evaluated 
• Other GVEA system costs (admin, distribution, transmission, other production, etc.)

• Emissions
• Total CO2 emissions over the study period
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Immediate Decisions

• Air Quality Operating Permit for Healy 1 requires pollution control equipment 
to be installed by 1/1/2025

• Should an SCR be installed at a cost of approximately $25 million or should the unit be 
retired?

• The existing Battery Energy Storage System (BESS) is aging and requires 
upgrades

• Should the existing BESS be abandoned, upgraded, or replaced with newer technololgy
that can be used for regulation of renewable resources?
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A Snapshot of GVEA’s Thermal Resources

9
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Healy Units

• Healy 1
• “Workhorse” of GVEA’s fleet
• Very high reliability and proven track record

• Healy 2
• Has not lived up to its expected reliability even with capital improvements
• High operating costs and not expected to decrease
• Implications must be worked through regarding GVEA equity if retired 

10

Healy 1 Healy 2

2021 89% 68%
2020 96% 65%
2019 85% 72%
2018 93% 31%
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				Healy 1		Healy 2

		2021		89%		68%

		2020		96%		65%

		2019		85%		72%

		2018		93%		31%







Summary of Findings
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Existing Generation – No Retirements
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Existing Generation – No Retirements

• Increasing the capability of the 
combined cycle can lower 
costs but only a small amount

• Susceptible to fuel price volatility
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Existing Generation – No Retirements

• Increasing the capability of the 
combined cycle can lower 
costs but only a small amount

• Susceptible to fuel price volatility

• Any scenario with no Healy 
retirements results in high 
emissions
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Healy 1 Retirement
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Healy 1 Retirement
• Retirement with no replacement power 

adds significant costs to system 

H1 Retired, No replacement
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Healy 1 Retirement
• Retirement with no replacement power 

adds significant costs to system 

• New combined cycle higher than no 
retirement

New Combined Cycle

H1 Retired, No replacement
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Healy 1 Retirement
• Retirement with no replacement power 

adds significant costs to system 

• New combined cycle higher than no 
retirement

• With just replacement power from south, 
a smaller purchase amount results in 
lower cost of power New Combined Cycle

25 MW Power Purchase
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Healy 1 Retirement
• Retirement with no replacement power 

adds significant costs to system 

• New combined cycle higher than no 
retirement

• With just replacement power from south, 
a smaller purchase amount results in 
lower cost of power – difficult to fit 50 
MW in with loss of only 25 MW (Healy 1)

New Combined Cycle
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Healy 1 Retirement
• Retirement with no replacement power 

adds significant costs to system 

• New combined cycle higher than no 
retirement

• With just replacement power from south, 
a smaller purchase amount results in 
lower cost of power – difficult to fit 50 
MW in with loss of only 25 MW (Healy 1)

• Replacement power commensurate with 
loss of Healy 1 and wind is most economic 
of scenarios options investigated

• Wind scenario includes the capital and 
operating costs of a BESS sufficient in 
capacity (MW) and energy (MWh) to 
regulate the wind resource

New Combined Cycle
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20 MW Power Purchase/
40 MW Wind

H1 Retired, No replacement
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• Initial analyses investigated whether to implement the SCR on Healy 1
• Should Healy 1 be retired?

• But, all options should be on the table 
• What about retirement of other GVEA resources?

• North Pole 1 and 2 and Zehnder units expensive to operate but are there only 
to fill in the peaks

• North Pole Combined Cycle is very efficient, can fluctuate with load, and can 
provide regulation for Eva Creek

• Would retiring Healy 2 provide benefits to GVEA? 

14Exhibit DMD-11 
Page 33 of 48



What if Healy 2 was retired instead of Healy 1?

No Healy Retirements
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What if Healy 2 was retired instead of Healy 1?

• With no replacement power, 
retirement of Healy 2 results 
in very high cost of power

15

Healy 2 Retirement – No Replacement
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What if Healy 2 was retired instead of Healy 1?

• With no replacement power, 
retirement of Healy 2 results 
in very high cost of power

15

Healy 2 Retirement – No Replacement

Healy 2 retired with 40 MW 
Power Purchase/40 MW Wind
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What if Healy 2 was retired instead of Healy 1?

• With no replacement power, 
retirement of Healy 2 results 
in very high cost of power

• Retirement of Healy 2 instead 
of Healy 1 results in lower 
costs

15

Healy 2 Retirement – No Replacement

Healy 2 retired with 40 MW 
Power Purchase/40 MW Wind

Healy 1 Retirement:  20 
MW Power Purchase/
40 MW Wind (from 
previous slide)
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Healy 2 Availability

• Maintaining Healy 2 in 
operating fleet and retiring 
Healy 1 is based on capital 
expenditures to Healy 2 
improving Availability Factor to 
approximately 88%

• Even with this high availability 
factor, retirement of Healy 2 is 
favored

• If expenditures do not work and 
Healy 2 has a lower availability 
factor, retirement of Healy 2 
instead of Healy 1 is favored 
even more

16

H1 Retired, Purch Pwr 20, Wind 40, 
H2 2021 Availability Factor (68%)

.c .. 
C 
0 
~ --..,,. 

260 

240 

220 

200 

180 

160 

140 

120 

100 

Monthly Residential Cost 
Utility Charge+ COPA 

-..,<>"''\, -..,<>"'"' -..,<>~ -..,<>"'"' -..,<>"'"' 
- - RF30 - RF39.1 

... 
- f 

I 
I 

I 
I 

I 

Exhibit DMD-11 
Page 38 of 48



Can both Healy units be retired?
• Retiring both units leads to much 

higher costs without firm 
replacement power

Healy 2 Retirement
40 MW Purch Pwr/40 MW Wind
(from previous slide)

17

Emissions (1()1\6 tons} 

RF 26 15.1 

.c .. 
C 

260 

240 

220 

200 

o 180 
~ -­..,,. 

160 

140 

120 

100 

Monthly Residential Cost 
Utility Charge+ COPA 

Exhibit DMD-11 
Page 39 of 48



Can both Healy units be retired?
• Retiring both units leads to much 

higher costs without firm 
replacement power

• Wind might further lower costs 
but needs to fit in with power 
purchase

Healy 2 Retirement
40 MW Purch Pwr/40 MW Wind
(from previous slide)

H1/H2 Retire, 40 MW Power Purchase
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Can both Healy units be retired?
• Retiring both units leads to much 

higher costs without firm 
replacement power

• Wind might further lower costs 
but needs to fit in with power 
purchase

• Can lower costs from retiring 
Healy 2 only, but only small 
amount 

• Requires intertie upgrade for 
replacement power

• Can upgrade be accomplished in 2 ½ 
years?

• Retirement of both Healy units 
further reduces fuel diversity

Healy 2 Retirement
40 MW Purch Pwr/40 MW Wind
(from previous slide)

H1/H2 Retire, 40 MW Power Purchase

H1/H2 Retire, 70-100 MW Power 
Purchase, Int Upgrade@50%
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Summary

• Analysis performed over the past several months indicates that the 
retirement of a Healy unit can lead to lower costs if sufficient 
replacement power is available

• Of the two Healy units, it is more economic to retire Healy 2
• Retirement of both Healy units right away provides only a small long-

term gain over retiring Healy 2 while imposing certain risk factors
• Sufficient replacement power from the southern utilities requires the upgrade 

of the Anchorage – Healy intertie
• Can this upgrade be accomplished before the Healy units are retired (2 ½ 

years)?
• Increases reliance on oil-fired generation during times of intertie outages
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Summary (continued)

• Adding wind resources to the system can provide both economic and 
environmental benefits if:

• Prices are within the range assumed
• A BESS of sufficient size (capacity and energy) is added to the system for 

regulation
• Minimum focusing on a 46 MW / 184 MWh system
• Should be capable of expansion

• All scenarios run with wind included the capital and operating costs of 
a BESS
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Going Forward
• Continue operation of Healy 1 (implement SCR on Healy 1)
• Initiate steps to retire Healy 2

• Work with RCA regarding retirement of Healy 2

• Secure firm power replacement / gas commensurate in size with lost power
• Wind

• Secure wind resource of approximately 40 MW 
• Investigate possibilities to implement interruptible loads (heat/thermal storage, etc.) 

that could increase the amount of wind that could be accommodated into they system
• Investigate wind forecasting models

• Install a BESS commensurate in size (MW and MWh) with wind and need to 
regulate

• Interruptible loads would reduce need for Regulation Down
20Exhibit DMD-11 
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GOLDEN VALLEY ELECTRIC ASSOCIATION, INC’S RESPONSE TO THE 

REGULATORY COMMISSION OF ALASKA’S ORDER U-22-029(3) 

 

ATTACHMENT C  

 

CONFIDENTIAL PURSUANT TO CONFIDENTIAL ORDER U-22-029(2) 

 

 

This Excel model, titled “Hubbard Dispatch Evaluation Model” is Confidential and will be filed 
with the parties under separate seal. 
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PO Box 71249, Fairbanks, AK 99707-1249 • (907) 452-1151 • www.gvea.com 

Your Touchstone Energy• Cooperative ~ -
December 14, 2022 

Mr. Arthur W. Miller Sent Electronically Via: Arthur Miller@chuqachelectric.com 
Chief Executive Officer 
Chugach Electric Association, Inc. 
5601 Electron Drive 
Anchorage, Alaska 99519 - 6300 

Re: Amendment to Memorandum of Understanding 

Dear Mr. Miller: 

This document serves as a response to the letter agreement transmitted on November 21 st and 
is a follow-up to our discussion the morning of November 29th

• Consistent with that discussion, 
Golden Valley Electric Association, Inc. {GVEA) submits this counter to the letter agreement 
{Amendment) that amends the Memorandum of Understanding {MOU) between GVEA and 
Chugach Electric Association, Inc. {Chugach). Under Section 3{e) of the MOU, GVEA has the 
ability to provide its own fuel to meet its commitment with Chugach to purchase 120,000 MWh of 
economy energy, and GVEA is exercising that option through this Amendment. 

I. Amendments to MOU 

a. Section 3{e) is amended as follows: 

i. The first paragraph is modified to state "Chugach will sell and GVEA will 
purchase a minimum of 120,000 MWh of economy energy from Chugach 
for each 12-month period from the date the conditions contained in Section 
3.a of this MOU are satisfied until expiration of the two-year term in the 
Special Contract and Service Agreement for Gas Sales Service between 
GVEA and ENSTAR Natural Gas Company {ENSTAR), dated November 
30, 2022 {ENSTAR Agreement). Modifications or extensions of the 
ENSTAR Agreement's two-year term shall not extend the term of this MOU 
absent Chugach's written agreement to such an extension. 

ii. After the last paragraph, the following new paragraphs are inserted: 

1. Subject to the terms and conditions of the ENSTAR Agreement, 
GVEA will supply Chugach with 1,000,000 Mcf (1 Bcf) of natural 
gas {Gas) during each of the two 12-month periods that the 
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Letter to A. Miller: Amendment to MOU 
Page 2 of 3 

ENSTAR Agreement is effective at the "Daily Contract Quantity" 
delivery rates set out therein. 

2. Chugach shall take delivery of the Gas at the Beluga Pipeline 
Company Connection (ENSTAR/APC station B605, Meters 700 & 
701, BPLC Nos. 8101 & 8102) (Delivery Point) and transport the 
Gas from the Delivery Point to Chugach's generation facilities. 

3. GVEA shall reimburse Chugach for the tariffed cost of transporting 
the Gas from the Delivery Point to Chugach's generation facilities. 

4. For purposes of economy energy sales under this MOU, Chugach 
will manage the daily nomination, dispatch, tracking, and reporting 
of the Gas (Services) in a manner consistent with the following: 

a. Chugach shall not be obligated to take delivery of the Gas 
in situations where, despite Chugach's good faith efforts, 
Chugach is unable to use the Gas to produce economy 
energy for GVEA under this MOU. It is the Parties' intent 
and understanding that such a situation would qualify as a 
"Customer Excused Event" under the ENST AR Agreement. 

b. GVEA shall cooperate in good faith to timely provide 
information and assistance to Chugach as necessary for 
Chugach to effectively and efficiently perform the Services. 
GVEA shall keep Chugach apprised of all communications 
with ENSTAR that would impact Chugach's performance of 
the Services, including, but not limited to, any notifications 
regarding a "Company Excused Interruption", "Company 
Force Majeure Event", "Customer Excused Event", or 
"Customer Force Majeure Event", as those terms are 
defined in the EN STAR Agreement ( collectively, Interruption 
Events). 

c. GVEA authorizes and grants to Chugach all authority 
necessary or useful to Chugach, including the authority to 
act as GVEA's agent under the ENSTAR Agreement, with 
respect to Chugach's performance of the Services. 

d. Chugach will provide GVEA and ENSTAR with as much 
advance notice as reasonably possible any time Chugach is 
unable to use the Gas to produce economy energy for 
GVEA. For the sake of clarity, however, Chugach shall have 
no responsibility, obligation, or liability for notifying ENSTAR 
of Interruption Events under the ENSTAR Agreement. 
Chugach shall coordinate in good faith with GVEA and 
ENSTAR regarding the rescheduling of any undelivered 
Gas associated with an Interruption Event. 
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Letter to A. Miller: Amendment to MOU 
Page 3 of 3 

5. In no event shall either party or any of its representatives be liable 
under this MOU to the other party for indirect, incidental, special, 
exemplary, punitive or enhanced damages, lost profits or revenues 
arising out of, relating to, or in connection with any breach of this 
MOU. 

Except as expressly provided in this letter, all terms and provisions of the MOU are unchanged 
and remain in full force and effect. 

If you find the above acceptable and reflects our understanding, please sign and return a copy to 
me. 

Agreed to and Accepted: 

Chief Executive Officer; Chugach Electric Association, Inc. 
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Memorandum 
 
To: 2023 ENSTAR Natural Gas Rate Case Tax Files 

 
From: Marc Caillouet, Partner Houston 

 
Date: May 19, 2023 

 
Subject: Cost of Removal Memorandum 

 
INTRODUCTION 

 
The purpose of this memorandum is to document the law and regulations applicable to removal costs under 
a tax normalization method of accounting for ENSTAR Natural Gas Company (“ENSTAR”) and Alaska 
Pipeline Company (“APC”). 
 
ENSTAR is a regulated public utility that delivers natural gas to more than 150,000 residential, commercial, 
and industrial customers in and around the Anchorage and Cook Inlet area in Alaska. ENSTAR’s service 
area encompasses over 57% of the population of Alaska. 
 
PwC was engaged by ENSTAR to compute the accumulated deferred income taxes and excess deferred 
income taxes associated with removal costs as of December 31, 2017 for both ENSTAR and APC. 

 
BOOK ACCOUNTING FOR COST OF REMOVAL 

 
Because of the importance of the rate base in the determination of the revenue requirement, the Federal 
Energy Regulatory Commission (“FERC”) Uniform System of Accounts (“USoA”) contains detailed 
instructions and definitions concerning the capitalization of property, plant and equipment. Virtually all 
costs incurred to get an asset ready for service are capitalized and depreciated. This is significant because 
when costs benefit customers over an extended period, generally such costs should be capitalized as 
property, plant and equipment and recovered through depreciation charges on a straight-line basis over the 
estimated life of the asset, as opposed to permitting recovery of that cost as a period cost. The depreciation 
charge each year is calculated by applying a depreciation rate to the capitalized property, plant and 
equipment balance. The depreciation rate is determined by simply converting the useful life in years to a 
percentage. A 10-year life asset converts to a depreciation rate of 10 percent (i.e., 1 year / 10 years = 10%). 
An asset with a 25-year life converts to a depreciation rate of 4 percent (i.e., 1 year / 25 years = 4%). 
 
The concept of intergenerational equity is embodied in depreciation charges — the ratepayer who is 
using/benefitting from the asset is asked to pay for the service being provided. The FERC USoA provides 
for this concept by setting out a significant list of construction activities to be capitalized and recovered 
through depreciation charges. 
 
The FERC USoA also provides guidance on accounting for removal costs (“cost of removal”). Cost of 
removal is the cost incurred to remove, dispose, or otherwise permanently retire an asset from service at 
the end of its life. It reduces (is a debit to) FERC Account 108 – Provision for Depreciation when incurred. 
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FERC defines cost of removal as “the cost of demolishing, dismantling, tearing down, or otherwise 
removing retirements of utility plant, including the cost of transportation, and handling incidental thereto.” 
Cost of removal typically consists of all the costs incurred in connection with the retirement of plant. In 
some instances, the property is physically removed, cleaned, reconditioned, and moved to a storeroom or 
storage yard, or relocated to operate in another location. 
 
Cost of removal is distinguished from salvage. Salvage represents amounts received from selling 
removed/retired assets. For regulated entities, the cost of removal is almost always greater than realized 
salvage proceeds. Many utilities accrue for the estimated “Net salvage costs”, “Negative cost of removal” 
or “Cost of removal” over an asset’s useful life through an additional positive or negative factor included 
in annual depreciation expense. In this manner, the customer who is using/benefitting from the service 
provided by that property, plant and equipment will pay the costs of such property, plant and equipment 
over its estimated useful life. Payments include both the initial cost of the asset and estimated salvage/cost 
of removal that will be incurred upon retirement. Under this approach, depreciation charges are 
accumulated and charged (credited) to the balance sheet FERC Account 108 and this account is debited for 
removal costs when actually incurred. Until removal costs are incurred, the customer has effectively prepaid 
for the cost of removal and, in rate cases, the “credit” in Accumulated Depreciation reduces rate base. 
 
The importance is that the book depreciation “rate” includes both a factor to allocate/recover the book cost 
over the estimated life, but also includes a factor to recover the estimated cost of removal over that period 
as well. 

 
INCOME TAX ACCOUNTING FOR COST OF REMOVAL 

 
For income tax purposes, property, plant and equipment is also capitalized and depreciated. However, 
compared to book/regulatory accounting, certain amounts capitalized for books are permitted to be 
currently deducted for income tax purposes. These are referred to as basis differences. Further, tax 
depreciation will likely differ from book depreciation. Whereas book depreciation seeks to allocate the cost 
of an asset over the estimated life of the asset on a straight-line basis, for income tax purposes, tax 
depreciation is generally accelerated and uses shorter lives. 
 
The current tax depreciation method is the Modified Accelerated Cost Recovery System (“MACRS”). Over 
the lives of the assets, book depreciation will equal tax depreciation, with tax depreciation generally 
exceeding book depreciation in the early years and book depreciation exceeding tax depreciation in the later 
years. 
 
For income tax purposes, cost of removal/salvage are deductible/includable in taxable income when 
incurred, creating a timing difference. However, for book accounting purposes, cost of removal/salvage 
amounts are “built up” through including a cost of removal/salvage factor in depreciation rates as such 
amounts are recorded each year which reverse in the year the cost of removal/salvage is incurred/recovered. 

 
DEPRECIATION STUDY 

 
Regulated utilities typically utilize the group depreciation concept. Under this concept, similar assets within 
groups are all assigned a similar life. Depreciation studies are performed that track assets from when they 
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are placed in service until when they are retired. By studying different vintages of assets in this manner, 
actuarial data is developed that is useful in determining the remaining lives of assets remaining in service. 
 
The depreciation study will also identify the cost of removal/salvage component to include in developing 
the appropriate depreciation rate. Again, actual experience with costs of removing/obtaining salvage are 
used to consider how much needs to be accrued each year to build up the eventual cost of removal/net 
salvage at the time of retirement. 

 
REGULATORY ASSETS & LIABILITIES 

 
The ratemaking process permits regulated entities to recover costs that enterprises in general would charge 
to expense. In situations where this occurs, capitalization of such costs as a “regulatory asset” is appropriate 
under ASC 980, Regulated Operations (“ASC 980”). The typical example given relates to storm costs. In 
cases where a regulated utility incurs costs to recover from a storm (hurricane, tornado) many of such costs 
would typically be expensed under book accounting. However, in the ratemaking process, it is not unusual 
for the regulator to permit the utility to capitalize such costs and permit recovery over an agreed-upon period 
(typically, 5 or 10 years). In such cases, the utility will capitalize the costs to FERC USoA 182.3 and 
amortize the costs to expense as the increased revenues/tariffs are being recovered. 

 
The guidance for account 182.3 follows: 

 
“182.3 Other regulatory assets 

 
A. This account shall include the amounts of regulatory-created assets, not includible in other 

accounts, resulting from the ratemaking actions of regulatory agencies. (See Definition No. 
30.) 

 
B. The amounts included in this account are to be established by those charges which would have 

been included in net income, or accumulated other comprehensive income, determinations in 
the current period under the general requirements of the Uniform System of Accounts but for 
it being probable that such items will be included in a different period(s) for purposes of 
developing rates that the utility is authorized to charge for its utility services. When specific 
identification of the particular source of a regulatory asset cannot be made, such as in plant 
phase-ins, rate moderation plans, or rate levelization plans, account 407.4, regulatory credits, 
shall be credited. The amounts recorded in this account are generally to be charged, 
concurrently with the recovery of the amounts in rates, to the same account that would have 
been charged if included in income when incurred, except all regulatory assets established 
through the use of account 407.4 shall be charged to account 407.3, regulatory debits, 
concurrent with the recovery in rates. 

 
C. If rate recovery of all or part of an amount included in this account is disallowed, the disallowed 

amount shall be charged to Account 426.5, Other Deductions, or Account 435, Extraordinary 
Deductions, in the year of the disallowance. 
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D. The records supporting the entries to this account shall be kept so that the utility can furnish 
full information as to the nature and amount of each regulatory asset included in this account, 
including justification for inclusion of such amounts in this account.” 

 
PwC’s Utilities and Power Companies guide (18.2) discusses costs that would typically be expensed but 
may be capitalized by a regulated utility if the costs are probable of recovery through future rates. 

 
Examples of regulatory assets include: 

 
• One-time legal settlement costs 
• Fuel costs subject to recovery under an Energy Adjustment Clause 
• Recovery of early retired assets 
• Non-service related pension costs capitalized (not capitalized for enterprises in general) 

 
Regulatory liabilities exist as well, for costs permitted in the ratemaking process before such costs are 
recognized for GAAP. Examples of regulatory liabilities include: 

 
• Cost of removal of PPE assets recognized through depreciation charges 
• Changes in income tax rates (such as when the Federal Income Tax rate was reduced under TCJA) 
• Fuel costs subject to refund under and Energy Adjustment Clause 

 
As mentioned above, regulated utilities typically include a factor for net cost of removal in depreciation 
rates. 

 
DEFERRED TAX ACCOUNTING 

 
The above discussion of accounting for property, plant and equipment, depreciation and cost of 
removal/salvage gives rise to different book and tax treatment of each. Deferred income taxes are required 
on book-tax differences. For regulated utilities, the Internal Revenue Code (“IRC”) contains certain sections 
requiring the treatment that must be utilized by utilities and regulators in the ratemaking process. These 
sections relate primarily to book versus tax depreciation differences. The purpose of these requirements 
(“normalization rules”) is to prevent regulators from flowing the acceleration of tax depreciation to current 
ratepayers, thwarting the intent of Congress when accelerated depreciation was added to the IRC. 
 
Under the normalization rules, utilities must reflect the income tax consequences as if the book depreciation 
amount were used for income tax purposes with the difference between that amount and actual tax 
depreciation recorded as Accumulated Deferred Income Tax (“ADIT”) and used to reduce rate base or 
included as zero cost capital in determining the rate of return. In this manner, utilities enjoy the same 
benefits of accelerated depreciation as other entities. The depreciation book-tax difference is referred to as 
a “protected” difference in that ADIT must be recorded. That difference is protected by the IRC. If a 
regulator chooses not to permit deferred taxes on the depreciation book-tax difference, the utility is no 
longer eligible to claim accelerated depreciation. Other book-tax differences (not related to depreciation) 
are considered unprotected and whether ADIT are recorded or flowed through to ratepayers is at the 
discretion of the utility/regulator. 
 

Cost of Removal / Salvage and ADIT 
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There is also a book-tax difference related to cost of removal/salvage. Amounts are recorded for books 
ahead of the eventual tax deduction resulting in ADIT. The IRS recently provided guidance on the 
protected/unprotected status of these items. In Rev Proc 2020-39 (and several recent PLR’s), the IRS 
clarified that cost of removal is not a protected book-tax difference since the income tax deduction for 
removal cost is not referenced to a depreciation section of the code. The implications of this clarification 
are reflected in, among other things, the reversal of protected excess ADIT. 

 
When income tax rates change, ADIT existing at the time of the rate change are remeasured with the 
difference between the ADIT accumulated at the prior tax rate and the ADIT that would have been 
recorded if the newly enacted income tax rate had been in existence from Day 1 recorded as a regulatory 
liability (if the newly enacted income tax rate is less than the previous rate). To comply with the 
normalization rules for changes in income tax rate, the excess ADIT should be used to reduce customer 
rates no more rapidly than under the Average Rate Assumption Method (“ARAM”) or, if records are 
unavailable to compute ARAM an alternative calculation, the Reverse South Georgia Method (“RSGM”) 
is permitted to return the excess ADIT to ratepayers. Under either ARAM or RSGM, the calculation 
returns the excess ADIT over the book lives of the property, plant and equipment used to derive the 
protected ADIT balance in the first place. 

 
The importance with either ARAM or RSGM and the IRC’s determination that cost of removal is 
unprotected is that the portion of the book depreciation rate representing cost of removal must be stripped 
out of the depreciation rate determination so that only the portion of the depreciation rate representing 
the property, plant and equipment lives is to be used for the reversal under ARAM or RSGM. If the 
excess ADIT is reversed using the depreciation rate including a cost of removal factor, that would 
produce a reversal more rapid than over the lives as required under the normalization requirements of the 
IRC. 

 
APPLICATION TO ENSTAR 

 
ENSTAR had a cumulative gross deferred tax liability at December 31, 2017 totaling $46,041,572 
inclusive of a $74,264,715 gross deferred tax liability associated with “Federal Fixed Assets”. The 
“Federal Fixed Assets” temporary difference primarily includes differences between book accounting 
depreciation methods and depreciable lives compared to Federal income tax depreciation methods and 
depreciable lives. These depreciation method and life differences are “protected” temporary differences, 
however, the $74,264,715 also includes cumulative temporary differences associated with removal costs 
which are “unprotected” by the normalization rules. 
 
PwC was engaged to determine the amount of the gross deferred balance related to removal costs for 
ENSTAR, exclusive of APC, and the related excess deferred tax resulting from the tax rate change in 
2017. ENSTAR provided the depreciation study from 2007 and a subsidiary ledger schedule which 
identified the accumulated depreciation related to removal costs as of December 31, 2007. ENSTAR also 
provided a schedule detailing the book depreciation expense related to removal costs; the actual removal 
costs; and the actual salvage in each subsequent year. 
 
As part of the analysis, PwC first estimated the amount of the removal costs in the depreciation accrual 
for removal costs which included both ENSTAR and Alaska Pipeline Company (“APC”) operations. To 
calculate this amount, PwC used the asset balances for ENSTAR and APC to determine the depreciation 
accrual remaining on the subledger for ENSTAR as of the end of December 31, 2007, and each 
subsequent calendar year, relative to the total cost remaining at the end of each year. The result is a 
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percentage of the cost remaining belonging to ENSTAR relative to total cost. The percentage was applied 
to the accrued removal cost depreciation balance as of December 31, 2007, and the depreciation expense 
associated with removal costs for each subsequent calendar year. 
 
As of December 31, 2017, the computed gross cumulative temporary difference related to removal costs 
is $20,048,107.1 The cumulative temporary difference is not subject to the Federal income tax 
normalization requirements and should be separately stated as unprotected excess deferred taxes. 
 
PwC’s understanding is that ENSTAR will amortize the protected excess deferred taxes associated with 
depreciable method and life differences consistent with rules set forth in RSGM. ENSTAR computed a 
composite rate based upon the remaining useful lives, exclusive of any consideration of removal costs. 
The amortization of the protected excess deferred taxes is consistent with the normalization rules. 
Specifically, the exclusion of a depreciation factor associated with removal costs under the RSGM is 
appropriate. 
 
In summary, the $74,264,715 gross temporary difference related to fixed assets should be adjusted by the 
$20,048,107 attributable to removal costs to reflect a gross temporary difference of $94,312,822 related 
to book and tax method and life depreciation differences. 

 
We also note that $1,019,772 of gross temporary difference related to the equity allowance for funds 
used during construction (“equity AFUDC”) was included in the $94,312,822 cumulative temporary 
difference above. Equity AFUDC is a regulatory method of compensating a utility for the equity 
financing costs it incurs during construction of new facilities. Equity AFUDC is calculated by 
determining a cost of equity multiplied by the construction costs and accumulated during the construction 
of an asset. Upon completion of construction, equity AFUDC is depreciation for book purposes. 

 
For Federal income tax purposes, equity AFUDC is not recognized and creates a temporary difference. 
At December 31, 2017, the cumulative temporary difference related to equity AFUDC totaled 
$1,019,772.2 Similar to removal costs, the cumulative temporary difference attributable to equity 
AFUDC is not subject to the Federal income tax normalization requirements and should be separately 
stated as unprotected excess deferred taxes. Accordingly, the $94,312,822 gross cumulative deferred tax 
liability attributable to method/life differences should further be adjusted to $93,293,050.3 
 
APPLICATION TO APC 
 
APC had a cumulative gross deferred tax liability at December 31, 2017 totaling $60,696,278 inclusive 
of a $66,143,465 gross deferred tax liability associated with “Federal Fixed Assets”. The “Federal Fixed 
Assets” temporary difference primarily includes differences between book accounting depreciation 
methods and depreciable lives compared to Federal income tax depreciation methods and depreciable 
lives. These depreciation method and life differences are “protected” temporary differences, however, 
the $66,143,465 also includes cumulative temporary differences associated with removal costs which are 
“unprotected” by the normalization rules. 
 
PwC was engaged to determine the amount of the gross deferred balance related to removal costs for 

1 The excess deferred tax asset totals $2,806,735 ($20,048,107 x 14%). 
2 The excess deferred tax asset totals $142,768 ($1,019,772 x 14%). 
3 The gross cumulative deferred tax liability multiplied by the 14% decrease in the Federal tax rate will be amortized 
under the RSGM in compliance with the normalization rules. 
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APC, exclusive of ENSTAR, and the related excess deferred tax resulting from the tax rate change in 
2017. ENSTAR provided the depreciation study from 2007 and a subsidiary ledger schedule which 
identified the accumulated depreciation related to removal costs as of December 31, 2007. ENSTAR also 
provided a schedule detailing the book depreciation expense related to removal costs; the actual removal 
costs; and the actual salvage in each subsequent year. 
 
As part of the analysis, PwC first estimated the amount of the removal costs in the depreciation accrual 
for removal costs which included both ENSTAR and APC operations. To calculate this amount, PwC 
used the asset balances for ENSTAR and APC to determine the depreciation accrual remaining on the 
subledger for APC as of the end of December 31, 2007, and each subsequent calendar year, relative to 
the total cost remaining at the end of each year. The result is a percentage of the cost remaining belonging 
to APC relative to total cost. The percentage was applied to the accrued removal cost depreciation balance 
as of December 31, 2007, and the depreciation expense associated with removal costs for each subsequent 
calendar year. 
 
As of December 31, 2017, the computed gross cumulative temporary difference related to removal costs 
is $12,125,687.4 The cumulative temporary difference is not subject to the Federal income tax 
normalization requirements and should be separately stated as unprotected excess deferred taxes. 
 
PwC’s understanding is that APC will amortize the protected excess deferred taxes associated with 
depreciable method and life differences consistent with rules set forth in RSGM. APC computed a 
composite rate based upon the remaining useful lives, exclusive of any consideration of removal costs. 
The amortization of the protected excess deferred taxes is consistent with the normalization rules. 
Specifically, the exclusion of a depreciation factor associated with removal costs under the RSGM is 
appropriate. 
 
In summary, the $66,143,465 gross temporary difference related to fixed assets should be adjusted by the 
$12,125,687 attributable to removal costs to reflect a gross temporary difference of $78,269,152 related 
to book and tax method and life depreciation differences. 

 
We also note that $2,416,326 of gross temporary difference related to the equity allowance for funds used 
during construction (“equity AFUDC”) was included in the $78,269,152 cumulative temporary 
difference above. Equity AFUDC is a regulatory method of compensating a utility for the equity 
financing costs it incurs during construction of new facilities. Equity AFUDC is calculated by 
determining a cost of equity multiplied by the construction costs and accumulated during the construction 
of an asset. Upon completion of construction, equity AFUDC is depreciation for book purposes. 
 
For Federal income tax purposes, equity AFUDC is not recognized and creates a temporary difference. 
At December 31, 2017, the cumulative temporary difference related to equity AFUDC totaled 
$2,416,326.5 Similar to removal costs, the cumulative temporary difference attributable to equity 
AFUDC is not subject to the Federal income tax normalization requirements and should be separately 
stated as unprotected excess deferred taxes. Accordingly, the $78,269,152 gross cumulative deferred tax 
liability attributable to method/life differences should further be adjusted to $75,852,826.6 
 

4 The excess deferred tax asset totals $1,697,596 ($12,125,687 x 14%). 
5 The excess deferred tax asset totals $338,286 ($2,416,326 x 14%). 
6 The gross cumulative deferred tax liability multiplied by the 14% decrease in the Federal tax rate will be amortized 
under the RSGM in compliance with the normalization rules.  
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8

relatively low (0.2%) penetration of electric vehicles (“EV”), heat pumps, and induction cooking
will likely grow over time and increase combined cycle natural gas power generation demand
overall. 17

23. Figure 4 below provides a breakout of the projected electric utility18 natural gas requirements.
These requirements (represented by dotted lines) are based on planning scenarios to provide a
range for strategic planning. As can be seen, there is a substantial range of projected gas
requirements for the electric utilities attributed to potential varying degrees of clean energy
uptake along with beneficial electrification such as EVs and heat pumps. For the purposes of
project requirements, the three demand lines between the Lower and Upper Bounds of Gas
Requirements were utilized since they best represent reasonable expectations and timelines.

Figure 4. Power Generation: Demand Planning Assumptions vs. Potential Bounds of Gas Requirements

17 Alaska Energy Authority, State of Alaska Electric Vehicle Infrastructure Implementation Plan (approved by USDOT FHWA on
September 27, 2022), pp. 25 26.
18 CEA, MEA, HEA, and GVEA.
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